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File No. 82-34746

September 9, 2004

Office of International Corporate Finance 74’/1( // ’
Room 3094 — Stop 3-6 -
Securities and Exchange Commission j ’aj / 'ﬁ [/

450 Fifth Street, N.W.

Washington, D.C. 20549
USA.

Re: Seiko Epson Corporation
Information Furnished Pursuant to Rule 12g3-2(b)
under the Securities Exchange Act of 1934

Ladies and Gentlemen:

In connection with our exemption as a foreign private issuer pursuant to Rule 12g32(b)
under the Securities Exchange Act of 1934, we hereby furnish the Securities and Exchange
Commission with the informationlisted in Annex A attached heretorequired by Rule 12g3-
2(b).

If you have any further questions or requests for additional information pleasedo not
hesitate to contact Toshio Hanaoka of Investor Relations Promotion Department at 011-81-3-
3343-5513 (telephone) or 011-81-3-3348-7386 (facsimile).

Very truly yours,

Seiko Epson Corporation

. Nt awa

Name: Toshiro Mukawa
Title: General Manager
Investor Relations Department

DOCS #67611v1 {22001 _.DOC) ---DOCS#67611v1 {220r01_.DOC) ---



File No. 82-34746

ANNEX A
A. JAPANESE LANGUAGE DOCUMENTS
(A brief description of Japanese language document listed below is included in
EXHIBIT A, attached hereto)
1. Annual Securities Report dated June 25, 2004

2. Statutory Public Notice dated June 25, 2004 in connection with financial
statements for the fiscal year ended March 31, 2004 in a summary form

DOCS #67611 vl ( 220r01_DOC ) ---DOCS #67611 v1 ( 220r01_DOC ) ---
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File No. 82-34746

ENGLISH LANGUAGE DOCUMENTS
(English documents listed below are included in EXHIBIT B, attached hereto)

Date
June 25, 2004
June 25,2004

July 27, 2004

July 27, 2004
Press Release
Date

May 18, 2004
July 5, 2004
July 22, 2004

July 27, 2004

July 27, 2004

September 2,
2004

Title

Notice of Resolution of 62nd Ordinary General Meeting of
Shareholders dated June 25, 2004

Business Report for the fiscal year ended March 31, 2004

Consolidated Results for the First Quarter ended June 30,
2004

Annual Report 2004

Title

Epson Creates World’s First Large Full-Color OLED
Display Using Original Inkjet Technology
Announcement of Revised Financial Results Outlook

Epson Opens New Projector Panel Fab at Chitose

Epson to Build New R&D Center For Next-Generation
Products

Consolidated Results for the First Quarter Ended June 30,
2004

Sanyo Epson Imaging Devices to Begin Operations on
October 1



EXHIBIT A

BRIEF DESCRIPTION OF JAPANESE LANGUAGE DOCUMENTS

Annual Securities Report dated June 25, 2004

Annual Securities Report stating the results for the relevant fiscal year filed
with the Director of Kanto Local Finance Bureau.

2. Statutory Public Notice dated June 25, 2004 in connection with financial
statements for the fiscal year ended March 31, 2004 in a summary form

Statutory Public Notice stating the results for the relevant fiscal year in a
summary form published by electromagnetic devices.
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EXHIBIT B

ENGLISH DOCUMENTS

Set forth below are the English documents referred to in ANNEX A, Section B.

Section B  item 1

June 25,2004  Notice of Resolution of 62nd Ordinary General Meeting of
Shareholders dated June 25, 2004
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This Proposal was approved without amendment and the Company will transfer
the D-TFD and STN businesses, which are mainly operated in the Toyoshina-division,
to the Company’s subsidiary, “SANYO EPSON IMAGING DEVICES
CORPORATION,” as of October 1%, 2004, (scheduled date) by way of corporate split.

Proposal 4: Amendments to the Articles of Incorporation

This Proposal was approved without amendment, and the principal contents of
amendments are as set out below.

1. The Law Amending the Portions of the Commercial Code and the Law for
Special Exceptions to the Commercial Code Concerning Audits, etc. of Joint
Stock Companies” (Year 2003 Law No. 132), which took effect on
September 25, 2003, entitle a joint stock company to acquire its own shares
through a resolution of its Board of Directors if such a procedure is
stipulated in its Articles of Incorporation. Accordingly, the Company
established a new Article 6 (Acquisition of the Company’s Own Shares)
which enables the Company to pursue flexible corporate finance to quickly
respond to future changes in the operating environment.

2. As aresult of the Company’s shares being listed on the First Section of the
Tokyo Stock Exchange on June 24, 2003, the Company’s shares are now
handled through the central clearing system of the Japan Securities
Depository Center, Inc. The Company made corresponding changes to
Article 8 (Transfer Agent) and Article 9 (On the Record Date) of the
Atrticles of Incorporation.

3.  “The Law Amending the Portions of the Commercial Code and the Law for
Special Exceptions to the Commercial Code Concerning Audits, etc. of Joint
Stock Companies” (Year 2001 Law No. 149), which took effect on May 1,
2002, entitle a joint stock company to limit its directors and statutory
auditors from their liabilities to a certain extent permitted by laws through a
resolution of its Board of Directors if such a procedure is stipulated in its
Articles of Incorporation. Accordingly, the Company established a new
Article 24 (Partial Exemption of Directors’ Liabilities), enabling Directors
to fully perform their expected roles and to build a corporate structure for
active and aggressive business development.  The Company also
established a new Article 30 (on Partial Exemption of Statutory Auditors’
Liabilities) enabling Statutory Auditors to fully function in conformity with
the new corporate structure.

4. The Company also adjusted some wording in the Articles of Incorporation,
deleting the phrase “published in Tokyo” of Article 4 (Public Notices) and
renumbering the relevant Articles as a result of inserting of the above new
articles.

5.  Additional provisions stipulating the provisional treatment of terms of office
were deleted since the terms of all Statutory Auditors to which it applied
expired.



Proposal §: Election of 19 Directors

This Proposal was approved without amendment and the following 19 people
were reappointed as Directors and accepted their positions: Messrs. Hideaki Yasukawa,
Yasuo Hattori, Saburo Kusama, Toshio Kimura, Norio Niwa, Seiji Hanaoka, Masayuki
Morozumi, Yasumasa Otsuki, Masao Akahane, Torao Yajima, Kenji Kubota, Nobuo
Hashizume, Takeo Kagami, Hiroshi Komatsu, Osamu Kamiwaki, Seiichi Hirano,
Minoru Usui, Kenji Uchida, and Noriyuki Hama.

Proposal 6: Election of 4 Statutory Auditors

This Proposal was approved without amendment. Mr. Yoshiro Yamamoto was
reappointed as a Statutory Auditor and he accepted this position. Messrs. Toshihiko
Kishiro, Tomiichi Akiyama, and Tatsuhiro Ishikawa were elected and newly appointed
as Statutory Auditors.

Including the currently serving Mr. Masayoshi Omae, the Company now has 5
Statutory Auditors as a result of these elections.

Also, Messrs. Yoshiro Yamamoto, Tomiichi Akiyama, and Tatsuhiro Ishikawa are
Outside Directors as provided under Article 18 (1) of the “Law for Special Exceptions
to the Commercial Code Concerning Audit, etc. of Joint Stock Companies .

Proposal 7: Reward of retirement allowance to retiring Directors and
Statutory Auditors

This Proposal was approved without amendment. Directors Toshihiko Kishiro
and Shuji Aruga, and Statutory Auditors Yasuo Ishii and Yukinobu Ozaki will retire at
the close of this meeting. The Company will pay them retirement money, in
accordance with the standards prescribed by the Company, to reward their contributions
and efforts during their terms of office. For decisions on the specific amounts to be
paid and the dates and methods of presentation, etc., the Company gave its approval for
the Board of Directors to decide on those matters relating to retiring Directors and for
the Statutory Auditors to decide on those matters relating to retiring Statutory Auditors.

-End -



As a result of the vote held among the Company’s Directors and Statutory Auditors after the
Ordinary General Meeting of Shareholders, the Directors of the Company were determined as

follows:

Chairman

Vice Chairman
President

Executive Vice President
Executive Vice President
Executive Vice President
Managing Director
Managing Director
Managing Director
Managing Director
Managing Director
Director

Director

Director

Director

Director

Director

Director

Director

Standing Statutory Auditor

Hideaki Yasukawa
Yasuo Hattori
Saburo Kusama
Toshio Kimura
Norio Niwa

Seiji Hanaoka
Masayuki Morozumi
Yasumasa Otsuki
Masao Akahane
Torao Yajima
Kenji Kubota
Nobuo Hashizume
Takeo Kagami
Hiroshi Komatsu
Osamu Kamiwaki
Seiichi Hirano
Minoru Usui
Kenji Uchida
Noriyuki Hama
Masayoshi Omae

Standing Statutory Auditor Toshihiko Kishiro (newly elected)

Statutory Auditor Yoshiro Yamamoto
Statutory Auditor Tomiichi Akiyama (newly elected)
Statutory Auditor Tatsuhiro Ishikawa (newly elected)

- End -



Payment of the Dividend for the 62°® Term

The Company will pay the Dividend for the 62™ Term through the enclosed “Notice of
Payment by Postal Transfer.” Please get your payment at a nearby post office within the
payment period (June 28 to July 28, 2004).

For Shareholders who have requested payment by bank transfer:
Please verify the enclosed “Dividend Calculation Sheet” and “Confirmation of Bank
Account for Receipt of Dividend.”
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Section B item 2

June 25,2004 Business Report for the fiscal year ended March 31, 2004



[Translation]

BUSINESS REPORT OF FISCAL YEAR 2003 EPSON
(From April 1, 2003, to March 31, 2004)

DIGITAL IMAGE INNOVATION

[Special Feature]
Supporting Epson’s Future—An In-depth Analysis of the Strength of Epson’s Product
Line

Inkjet Printer “Colorio me:”
—New, User-Friendly Printer for Women “Colorio me:”

Offirio Color Laser Printer “LP-9000C”
—Analyzing the Functionality of the LP-9000C, the Small but Strong Friend of the Office
that Everyone at Work is Talking About

Large-Screen LCD Projection Television “LIVINGSTATION”
—Print Powerful Images Straight from the Large Screen: You’ve Never Seen Anything Like
This Television!



Management Philosophy

Epson is a progressive company, trusted throughout the world because of our commitment to
customer satisfaction, environmental conservation, individuality, and teamwork. We are
confident of our collective skills and meet challenges with innovative and creative solutions.

(The Epson Management Philosophy has been translated into 14 languages, and is shared by
all members of the Epson Group worldwide.)

Contents

To Our Stakeholders
Special Feature: Supporting Epson’s Future—An In-depth Analysis of the Strength of
Epson’s Product Line
Inkjet Printer “Colorio me:”
Offirio Color Laser Printer “LP-9000C”
Large-Screen LCD Projection Television “LIVINGSTATION”
Product Lineup
Business Segments at a Glance
Management Topics
Environmental Activities
Summary of Consolidated Financial Report
Summary of Non-consolidated Financial Report
Global Business Expansion
Corporate Profile/Investor Information

In this business report, “Epson”™ refers to the Seiko Epson Group, while “the Company” refers
to the parent company, SEIKO EPSON CORPORATION.



To Our Stakeholders

We would like to express our thanks for the continuous support you have shown Epson.
We are proud to present to you Epson’s Business Report for Fiscal Year 2003.

Performance of Fiscal Year Ended in March, 2004

In inkjet printers, we set our products apart with inks that promise archival-quality
prints. In addition to marketing DURABErite ink outside Japan, we introduced new inkjet
printers to the Japanese market that feature Epson’s unique “Tsuyo ink,” which offers both
photo-quality printing and outstanding image permanence. And with the launch of the
PM-A850, a multifunction printer fully compatible with photo printing, we accelerated the
Japanese market’s transition to multifunction printers. In laser printers, we launched the
LP-9000C and LP-7000C series of compact, lightweight and low-price A3 color laser printers
in the Japanese market. These products were part of a strategy for stimulating demand among
offices that are still using older monochrome printers because of concerns over limited space
and cost. In the visual instruments business, we began operations in our LCD projection TV
business, an area where future growth is expected. In the electronic devices segment, the
focus was on reforming our business structure with an eye on the future. Our actions included
concentrating management resources in color LCDs and color LCD drivers, areas of high
market growth in which Epson has notable technological strengths. At the same time, we
pushed forward with activities for cutting fixed expenses and reducing procurement costs;
closed a production site for monochrome STN-LCDs; and reached a basic agreement with
SANYO Electric Co., Ltd. to integrate LCD businesses.

In the fiscal year ended March 31, 2004, these and other actions resulted in net sales of
¥1,413.243 billion, an increase of 6.9% over the previous year. Operating income and
recurring profits jumped 56.8% year on year to ¥77.401 billion and 76.7% year on year to
¥73.688 billion, respectively, while current net income surged 204.0% to ¥38.03 billion.

Announcement of Action07—Mid-range Business Plan

More than a year has passed since we announced our medium-to-long-term fundamental
concept, SE07, and we have steadily made much ground toward realizing our vision. We
launched a large-screen LCD projection television with a built-in color printer under the brand
name “LIVINGSTATION” in the U.S. market in March 2004, and introduced new inkjet
printers such as “Colorio me:,” which have made photo printing at home possible. And in
March 2004, Epson announced Action07, a mid-range business plan detailing concrete steps
for achieving the objectives of SEQ7.

In printers, while digital cameras and mobile phones equipped with built-in cameras
became widely used, we pushed for the realization of home photo printing under the key
slogan “Hello, New Photo,” enabling hassle-free printing of various photo contents at home
without the use of a PC. In the future, we will continue to introduce new products for home
photo printing to make digital photography a more integral part of daily life. In projectors, we
intend to take part in the home market by focusing on the introduction of home projectors and
large-screen LCD projection televisions, making use of high-temperature polysilicon TFT
LCD panels, a key device of LCD projectors developed by Epson ahead of competitors in the
world, and our accumulated optical technology. In LCDs, Epson and SANYO Electric Co.,



Ltd. (“SANYO”) entered into a joint venture agreement to combine their LCD businesses as
of October 1, 2004 (planned), in order to secure our position as the company with the largest
global market share of LCD panels for mobile phones. In the future, we aim to build a
dominant presence in the market for small- and medium-sized LCDs by bringing together the
strengths of both companies and pursuing synergies.

Consolidated Financial Highlights

Net Sales (100 million yen) Operating Profit (100 million yen) Current Net Profit (Loss) (100 million yen)
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Epson’s Distinctive Product Development

Epson believes that creating highly value-added products that are truly appreciated by
customers is an important factor in ensuring that we seize the opportunities for our future
growth amid fierce competition. Epson’s strength lies in the ability to apply expertise in
precision processing to produce in-house the key devices essential to the competitiveness of
finished products. These skills were honed in the development and production of watches. On
the other hand, we also believe that in order to get high levels of satisfaction from our
customers, we have to grasp their requirements accurately, create products meeting those
requirements, and then put those products on the market. Epson will continue to grasp market
needs accurately, turn those needs into products with our advanced technology skills, and then
generate unrivaled products that surprise our customers in exciting new ways.

A Stronger Corporate Structure

Epson believes that structural reforms are required to ensure that Epson is capable of
generating stable earnings as a listed company under any business conditions, and it is
striving to improve profit margins by thorough cost cutting. Two years ago, we initiated a
project for improving procurement activities that has yielded significant cost reductions by
procuring all our materials at once and by reducing the number of components in products.
We will take these activities further and strive to lower the total cost-to-sales ratio in order to
reduce production costs and selling, general, and administrative expenses.

Becoming A Trusted Company

As a public company, maintaining stakeholder trust and stable earnings is one of
Epson’s most fundamental duties. Without the trust of our stakeholders, including our
customers, business partners, shareholders, investors, local communities, and employees, our
business would be impossible to sustain. To realize this philosophy, we are actively working
to improve the way we monitor the actions of Epson’s management, ensure their compliance,
and comply with corporate ethics. And we are always striving to improve the degree of



customer satisfaction (CS), the quality of our products, and the way we treat the environment.

We recognize that returning Epson’s profits to our shareholders is one of our important
duties. Comprehensively taking into account our business results, financial condition, and the
funding we will need for our future business strategies, we intend to share our profits with our
shareholders, and maintain a stable distribution for them. Our shareholders received ¥9 per
share as the year-end dividend; the dividend for the whole fiscal year ended in March, 2004,
was ¥18 per share, which, when combined with the interim dividend distributed before that, is
the same as the previous fiscal year.

To our shareholders, I ask for your continued guidance and support in all of our future
endeavors.
June 2004

Saburo Kusama, President & CEO



Special Feature:
Supporting Epson’s Future—An In-depth Analysis of the Strength of Epson’s Product Line
Inkjet Printer “Colorio me:”

New, User-Friendly Printer for Women “Colorio me:”

“Colorio me:” was planned and developed by our project team consisting solely of
women to create a “user-friendly printer for women.” In developing this printer, we placed
emphasis on making it “hassle-free for women to use” and giving it an “attractive design for
women.” We named it “Colorio me:” because we thought that “If you’re the one using them,
then we want you to be the one choosing them.”

“Colorio me:” includes features such as a compact and cute design with a convenient
handle for easy carrying, simple usability, and colorfast high-resolution quality. “Colorio me:”
enables hassle-free printing, without the use of a PC, of digital images taken with digital
cameras or mobile phones equipped with built-in cameras anywhere in the home—for
example, in the children’s room with your children or in the kitchen or dining room while
preparing a meal. You can also enjoy photos with all of your family by connecting the printer
to a television in the living room. “Colorio me:” is a photo printer that you can use in your
daily life at home.

Strength of “Colorio me:”

When prints fade, half of the fun of having the prints also fades. Epson developed
“Tsuyo ink” to protect your pictures from ozone and light, which sap the color from prints,
and to store high-definition photo prints for a long time, so that you can keep your prints
bright and vivid. Because of Tsuyo ink, your favorite printed pictures will stay “sharp” and
“durable,” so you can enjoy all kinds of home photo printing, such as by displaying pictures
in your room or exchanging them with your friends.



Special Feature:
Supporting Epson’s Future—An In-depth Analysis of the Strength of Epson’s Product Line
Offirio Color Laser Printer “LP-9000C”

Analyzing the Functionality of the LP-9000C, the Small but Strong Friend
of the Office that Everyone at Work is Talking About

The switch to the use of color in business documents, as a means of enhancing
communication in business, continues apace. But there are still offices that use monochrome
laser printers because of concerns over limited space and cost. To give impetus to this
transition in offices still using monochrome printers, Epson launched in Japan the LP-9000C
series of Offirio color laser printers, which are the most compact*’, the most lightweight,’“1
and the fastest > products in their class. Powered by an engine independently developed and
manufactured by Epson, “LP-9000C” has a compact body approximately half of the size of
existing printers, and it has succeeded in speeding up the printing process—the time taken

- between when you press print and when the printing is complete. Running costs for
monochrome printing are also on a par with monochrome laser printers. With this product,
Epson has given offices still using monochrome printers the excuse they need to embrace
color.

" Based on a comparison of footprint and weight, including related supplies, among other A3 color laser

printers (as of October 20, 2003; examined by the Company).

Among A3 color laser printers whose standard price is not more than 200,000 yen (as of October 20,
2003; examined by the Company).

The Strength of the LP-9000C

In creating the world’s smallest and most lightweight printer, the Offirio color laser
printer, Epson utilized precision processing technology and optical technology, which it has
honed in the development and production of watches. The newly-developed “4C slim
engine,” in which DI (Double Incident) is used in the optical system, and the
newly-developed ET cartridge and photoreceptor have made the printer’s printing component
even smaller. In addition, not just paper feeding but the entire printing process—from when
you press print to when the printing is complete—was sped up, marking a revolutionary
achievement in compactness and weight-saving as an A3 color laser printer.



Special Feature:
Supporting Epson’s Future—An In-depth Analysis of the Strength of Epson’s Product Line
Large-Screen LCD Projection Television “LIVINGSTATION”

Print Powerful Images Straight From the Large Screen: You’ve Never Seen
Anything Like This Television!

The rapid pace of digitalization of TV broadcasts, DVDs and other visual content and
the shift to high-definition televisions in today’s home market are spurring a sharp rise in
demand for thinner, higher resolution, large-screen televisions. Taking advantage of its
storehouse of LCD projection technology, Epson offered a new way for you to enjoy video
and visual images with your family in the living room by launching an LCD projection TV,
called “LIVINGSTATION,” that has made it possible to offer a large-screen, high-vision
television at an affordable price, in the North American market in March 2004 and in the
Japanese market soon after that. “LIVINGSTATION” has a built-in printer and enables you to
enjoy digital images in a new way, such as with hassle-free printing of your memorable
images, your favorite scenes, and images taken with your digital cameras. It also allows you
to enjoy seeing high-quality images on a large screen in the living room.

LIVINGSTATION?’s Strength

The greatest strength of “LIVINGSTATION” lies in its ability to deliver a large,
high-definition picture at a relatively low price compared to conventional PDP and LCD
systems because of Epson’s storehouse of LCD projection technology through LCD projector
business. Epson has made large-screen displays with high luminance and high-definition
available at low cost by adopting a method of transmitting colors behind the screen to display
images, with high-temperature polysilicon TFT LCD panels, a key device of LCD projectors
developed by Epson ahead of competitors in the world, and optical engines.



Product Lineup

B Printers

Colorio “PM-A8350,” the world’s The highest-quality model in the “Colorio me:,” a compact and
first multifunction printer that’s Colorio series, the “PX-G900” has handy direct printer that you can
fully equipped to print photos finally made it possible to print keep in the living room, or even
from film, digital cameras, and beautiful, glossy photos with our in the kitchen.

everything in between. eight-color pigment “Tsuyo ink.”

Colorio  printer “PM-D750” Colorio “PM-D1000” enables The Offirio A3 color laser printer
makes for hassle-free photo printing as  hassle-free  as “LP-9000C” is the most compact,
printing, without the use of a PC, programming the video recorder most lightweight, and fastest
from digital cameras and mobile (scheduled to be available this printer in its class.

phones equipped with built-in summer).

cameras.

“MAXART PX-6000,” a desktop A small color inkjet printer for The full-scale photo output system
printer with the pigment-based commercial use, “TM-C100” is both for commercial use, “CRYSTARIO”
“Tsuyo ink,” works with A2 plus durable and compact—perfect for will reform the photo business.

size. businesses.



M Projectors

The Dreamio home projector
“EMP-TWI0H” has further
broadened the setting environment
and audiovisual environment as
well as improved image quality.

BInput Devices

The top model in the Colorio
scanner series, the “GT-X700”
produces images of high-resolution,
high-density, and 4800 dpi of
optical resolution.

B Electronic Devices

“Mobile Graphics Engine” display
control LSI “S1D13732” can
display animations for mobile
phones equipped with built-in
cameras, enabling the recording and
playing of animations with low
power consumption.

LCD projectors “EMP-8{” and
“EMP-61” typify good usability
in preparation, projecting images,
and putting them into place.

The multi-photo scanner “Photo
PC Factory F-3200” enables the
high-quality scanning, storage,
and printing of films and printout
papers without a PC (scheduled to
be available this summer).

The LCD projection television
“LIVINGSTATION” has made it
possible to offer a large-screen,
high-vision  television at an
affordable price.

The world’s first rangefinder digital
camera, “R-D1,” provides you with
the possibility of creating new
photos by utilizing the heritage of
lenses in the world (scheduled to be

available this summer).

The “High-temperature
polysilicon TFT LCD panel
(HTPS)” is for projectors for
home theater use and raises the
standard of high-definition in the
market for projectors for home
theater use.

The low-power-consuming 32.768 kHz crystal
oscillator “SG-3040LC,” the smallest of its kind
in the world, with a new type of package,
developed by combining Epson's original
plastic-molding technology with its technology
for ultra-compact ceramic packaged crystal units.



Business Segments at a Glance
B Information-Related Equipment

Epson worked hard to differentiate its products by promoting ink with photo durability and
introducing separate color ink components which are economical. Epson also strengthened its
strategy to boost sales of color laser printers by promoting replacement from monochrome laser
printers and also strengthened lineup of home use visual instruments such as the projection TV.

In the imaging and information products business, improved sales of laser printers
(including their related supplies, and the same applies to the various printers mentioned below)
was achieved through growth in sales of related supplies caused by climbing sales of color
printers and an increase in the number of printers being in use (including monochrome printers).
Inkjet printers were affected by reduction in sales of single-function printers and a drop in prices,
but increased sales of multi-function printers and ink cartridges led to slightly higher income.
Sales of scanners fell as a result of the continuing shift in sales toward multi-function printers
with scanner functions. Overall, sales increased slightly for the imaging and information product
business.

The visual instruments business did not fare as well, with monitor modules experiencing a
considerable drop in sales for completed monitors. By the new entry of projector lineups in the
home entertainment field, LCD projectors expanded appreciably in volume, however sales
amount decreased, due to further price reductions. As a result of price pressure, sales decreased in
the visual instruments business.

In the system devices business and personal computer business, system devices business
enjoyed demand for electronic check processor printers in the North American market and was
able to successfully maintain the direct marketing approach to customers implemented in Europe
and America. As a result, sales of terminal modules increased. Consequently, the system devices
and personal computer businesses were able to post an overall increased sales.

Operating income in the information-related business decreased as a result of, among other
things, reduced market prices mainly for ink jet printers and also by increased selling expenses.

Net sales for the information-related equipment business segment for the this year increased
by 0.5% compared to last year to ¥920,379 million, and operating income decreasing by 42.9%
compared to last year to ¥45,901 million.

M Electronic devices

In the electronics device segment, Epson made considerable efforts such as actively
introducing products to match with high performance color LCD mobile phones. Furthermore,
reductions in procurement costs and cuts in fixed expenses were carried out.

In the display business, Epson achieved significant increased sales of color STN LCDs and
MD-TFD LCDs due to favorable market conditions such as overseas transition to color LCDs for
mobile phones and the introduction of new mobile phone models in Japan. In order to meet the
high demands of color LCDs, reduction of manufacturing monochrome STN LCDs and shift to
manufacturing color LCDs were made, resulting in significant increase of sales for color STN
LCDs and MD-TFD LCDs. Consequently, the display division posted considerable sales increase
overall.



The semiconductor business performed well, ending this year with substantial sales growth.
This growth was led by increase in sales of color LCD drivers, which have high average prices
resulting from overseas demand for color display mobile phones. Sales of image processing
semiconductors that are used increasingly in products such as high performance mobile phones
equipped with built-in cameras also increased.

Epson also improved sales in the quartz devices business through increase sales of crystal
oscillators and real-time clock modules for mobiie phones and digital still cameras.

Operating income for the electronic devices segment thus shows significant profit recovery
through increased sales for all businesses and through decreases in fixed expenses (such as
depreciation) and reduction activities for cost of sales.

Net sales for the electronic devices business segment for this year increasing by 24.5%
compared to last year to ¥441,152 million, and operating income was ¥40,620 million (operating
loss was ¥28,000 million last year).

B Precision products

Despite the harsh market conditions, Epson’s precision products business succeeded in
developing products to match customer needs and implementing cost reduction plans.
Furthermore, the watch business consolidated its domestic manufacturing plant in order to achieve
cost savings.

In the watch business, high-priced products showed steady sales in the domestic market and
average unit price increased. However, volume of medium-priced products, which are Epson’s
core products decreased. Steady increase in sales of optical devices for LCD projectors increased
sales for the optical business and due to the recovery of the semiconductor market, the factory
automation business enjoyed higher sales of IC handlers. As a result, sales in the precision
instruments business increased overall.

Operating income increased for the precision products segment as a result managing to cut
costs in the watch business, and due to order increases for the factory automation business.

This resulted in net sales for the precision products business segment for this year
increasing by 1.7% compared to last year to ¥81,102 million, and operating income increasing by
336.1% compared to last year to ¥2,810 million.



Management Topics
B LCD Projection Television Enters the Home TV Market

The rapid pace of digitalization and shift to high-definition televisions in today’s home
TV market is spurring a sharp rise in demand for thinner, higher resolution, large-screen
televisions. In early March 2004, Epson marked its full-scale entry into the home TV market
by launching an LCD projection television with a built-in color printer under the brand name
“Livingstation” for the North American market. Leveraging its long-standing expertise in
LCD projection technology for this television for the home market, Epson adopted a
projection method that delivers a large, high-definition picture at a relatively low price
compared to conventional PDP and LCD systems. By introducing products that create a
symbiosis of still and moving imagery, Epson is working to ensure that its products will
enrich people’s daily life and make it more vivid.

B EPSON and SANYO Agree to Merge LCD Businesses

On March 24, 2004, the Company and SANYO Electric Co., Ltd. (“SANYO")
announced that they had agreed to a basic agreement to merge their LCD businesses.
According to this agreement, on May 6, 2004, the two companies announced, after the
consultation between them, the signing of a joint-venture agreement by which the Company
will split off and transfer a portion of its liquid crystal businesses to the Company’s subsidiary
(SANYO EPSON IMAGING DEVICES CORPORATION) as the succeeding company,
while SANYO, Tottori SANYO Electric Co., Ltd. and SANYO LCD Engineering Co., Ltd.
will transfer their respective liquid crystal businesses to the succeeding company on October
1, 2004 (planned).

SANYO EPSON IMAGING DEVICES will aim to combine and create synergies
among Epson and SANYO's areas of technical strength, notably in miniaturization, imaging,
high pixel density and volume production. Supplying high-performance liquid crystal displays
that offer more competitive cost performance, SANYO EPSON IMAGING DEVICES will
seek to become a major player in the market for small- and medium-sized LCDs.

After this merger, the Company will hold 55% of SANYO EPSON IMAGING
DEVICES, while SANYO will control a 45% stake.

B Announcement of Action07—Mid-range Business Plan

The Company held a news conference on March 24, 2004, to announce its mid-range
business plan, “Action07” (three-year plan to fiscal year 2006).

Consolidated Targets for Fiscal 2006 (Ending March 31, 2007)

Net Sales ¥1,770 billion

Ordinary Profit Ratio 9% or better

Free Cash Flow ¥150 billion over the next three years, starting
April 1, 2004

Balance of Real Debt Zero by the end of the 2007 fiscal year ending
March 31, 2008



Capital Spending Plans ¥320 billion over the next three fiscal years,
starting April 1, 2004

(Note) These figures do not include any changes associated with the integration of
LCD businesses between the Company and SANYO.

In January 2003, the Company announced the formulation of “SE07,” its medium- to
long-term corporate vision leading up through 2007. SEQ7 established “Digital Image
Innovation” as the guiding principle behind Epson’s endeavors. SEQ7 also detailed Epson’s
“3j strategy” for long-term business growth in three core areas: the printer business (il:
imaging on paper), the projector business (i2: imaging on screen), and the display business
(13: imaging on glass). In line with the “Epson 3i strategy,” Epson is focusing its management
resources on these businesses. Epson’s unique device technologies [i0: imaging support
devices (core devices)] are being leveraged to enhance Epson's competitiveness in existing
markets and to contribute to its finished products businesses.

The “Action07” mid-range business plan covers the three years up through the end of

fiscal 2006, ending March 31, 2007, as a specific action plan for realizing the SEQ7 corporate
vision.

4 A



Environmental Activities
M Twelve Overseas Production Sites Achieve Zero Emissions Level 1 (100% Recycling)

In the fiscal year ended March 31, 2004, 12 of Epson’s production sites outside Japan
achieved Zero Emissions Level 1, Epson’s in-house standard for 100% recycling of waste
generated by business activities. By the end of the fiscal year, this resulted in Epson achieving
its objectives for comprehensive medium-term environmental initiatives drafted in 2001, with
28 sites operated by operations divisions and affiliates in Japan, and all 21 overseas business
sites, achieving Zero Emissions Level 1 status.

B Epson President Saburo Kusama Awarded the 2003 Akira Inoue EHS Award

In December 2003, SEMI (Semiconductor Equipment and Materials International)
named Epson President Saburo Kusama as the recipient of the 2003 Akira Inoue Award for
Outstanding Achievement in EHS (Environment, Health and Safety) in the Semiconductor
Industry. Recipients of this award are selected for their contribution to the fields of
environment, health and safety in the semiconductor industry and society at large. This award
acknowledges Epson’s success in manufacturing innovative products while simultaneously
enhancing environmental conservation during the course of its business activities. President
Kusama is also the first Japanese national to receive this prestigious award.

B Epson LCD Projector First to Receive EcoLeaf Environmental Label

In February 2004, Epson’s projector business acquired certification under the EcoLeaf
environmental labeling system devised by the Japan Environmental Management Association
for Industry JEMAI), a public corporation that discloses quantitative environmental data.
Epson was first to receive this certification in the field of LCD projectors. During the year,
Epson released the “EMP-74” and “EMP-54" LCD projectors under the EcoLeaf label in
Japan. The inkjet printer business, certified in October 2003, released the “PX-V600” color
inkjet printer under the EcoLeaf label.

BEpson Given “AA” Environmental Rating by Tomatsu Evaluation and Certification
Organization

In March 2004, the Company received an “AA” environmental rating from Tomatsu
Evaluation and Certification Organization. This rating was based on the latest data disclosed
by 449 companies through environmental reports and corporate websites as of March 31,
2004. In fiscal 2003, one company was rated “AAA,” with Epson and three others receiving
“AA” ratings.

B Epson Receives the Minister’s Prize at the 13th Grand Prize for the Global
Environment Award

In February 2004, the Company was awarded the Minister of Environment’s Prize at the
13th Grand Prize for the Global Environment Award sponsored by the Japan Industrial
Journal. This award was in recognition of Epson’s unique concept of scalable, minimum fabs.
This revolutionary concept for innovating production processes from the ground up enables
current large-scale factories to be converted into compact varieties. Through this conversion,



Epson proposes to sharply lower its total energy consumption in fiscal 2010 by reducing CO,
emissions on a global, consolidated basis to 60% of its absolute quantity of emissions for
fiscal 1997.



Summary of Consolidated Financial Report

BALANCE SHEET
{100 million yen]
Fiscal 2003 | Fiscal 2002 Fiscal 2003 | Fiscal 2002
ITEM (as at March |(as at March ITEM (as at March| (as at March
' 31, 2004) . 31, 2003) ‘ 31, 2004) 31, 2003)‘
'ASSETS RN . LIABILITIES N
Current Assets 7,097 6,468 |Current Liabilities 4,181 4,946
Cash and deposits 2,662 1,943 Notes payable and accounts payable 1,323 1,159
Motes receivable and accounts 2,103 | 2,182 |  Short-term loans 634 | 1,437
Inventory assets 1,538 1,674 Current maturities of long-term loans 473 702
Other current assets 809 710
Allowance for doubtful accounts 37 42) Arrearages 817 774
Fixed Assets 4,973 5,507 Other current liabilities 932 871
Fixed assets, tangible 3,930 4,427 |Long-term Liabilities 3,720 4,190
Buildings and structures 3,761 3,782 Long-term loans 3,467 3,969
tﬁicszi;rigi, oer?:;i r;?lte’nind 4,694 4,729 Other long-term liabilities 252 221
Furniture and fixtures 1,768 1,779 |Total Liabilities 7,901 9,137
Land 521 537 | ORI e  OLDERS o
Other tangible assets 123 119 Minority Shareholders’ Equity 25 26
Accumulated depreciation (6,939) | (6,522) | . SHAREHOLDERS’ EQUIRTY" -
Fixed assets, intangible 231 269 |Shareholders’ Equity 532 125
Investments and other assets 811 810 |Additional Capital 795 102
Investment securities 390 359 |Accumulated Earnings 2,995 2,648
Other investments and assets 427 460 (S);l:l::it\i’::iance of the Estimate of 30 1
Allowance for doubtful accounts 7 (8) |Cumulative Translation Adjustment (209) (65)
Common Stock for Treasury ) 0)
Total Shareholders’ Equity 4,143 2,813
TOTAL LIABILITIES, MINORITY
TOTAL ASSETS 12,070 | 11,976 |[SHAREHOLDERS’ EQUITYAND | 12,070 | 11,976
SHAREHOLDERS’ EQUITY
(Note) Fractions less than one million yen in the above table are rounded off. This also applies to the following

tables.




PROFIT AND LOSS STATEMENT

[100 million yen]
Fiscal 2003 Fiscal 2002
ITEM (From April 1,2003, | (From April 1, 2002,
to March 31, 2004) to March 31, 2003)
Net Sales 14,132 13,224
Operating Profit 774 493
Recurring Profit 736 417
Net Profit Before Tax Adjustments 650 316
Current Net Profit 380 125
CASH FLOW STATEMENT
[100 million yen]
Fiscal 2003 Fiscal 2002
ITEM (From April 1, 2003, | (From April 1, 2002,
to March 31, 2004) to March 31, 2003)
Cash Flow from Operating Activities 1,826 1,595
Cash Flow from Investing Activities (653) (1,079)
Cash Flow from Financing Activities (409) 91
Exchange Differences of Cash and (35) 3
Cash Equivalents
Increase in Cash and Cash Equivalents 728 609
Cash and Cash Equivalents at the
Beginning of the Year 1,922 1313
Cash and Cash Equivalents at the End of 2,651 1,922
the Year




Summary of Non-consolidated Financial Report

SHAREHOLDERS’ EQUITY

BALANCE SHEET
[100 million yen]
Fiscal 2003 | Fiscal 2002 Fiscal 2003 | Fiscal 2002
ITEM (as at March |(as at March ITEM (as at March| (as at March
’ 31, 2004) 31, 2003) 31, 2004 31, 2003)
ASSETS . oo e T "~ LIABILITIES: B 4 o
Current Assets 5,259 4,640 |Current Liabilities 3,468 4,058
Cash and deposits 1,881 1,257 Notes payable and accounts payable 1,624 1,401
Notes receivable and accounts 1,753 | 1,702 Short-term loans 400 1,101
receivable
I t
fventory assets 662 796 Current maturities of long-term loans 445 657
Other current assets 962 904
Allowance for doubtful accounts ()] (20) Arrearages 647 639
Fixed Assets 5,313 5,731 Other current liabilities 351 259
Fixed assets, tangible 3,263 3,574 |Long-term Liabilities 3,541 4,006
Buildings and structures 1,420 1,535 Long-term loans 3,438 3,858
Machinery and equipment 994 1,187 Other long-term liabilities 103 148
Land 515 528 |Total Liabilities 7,010 8,065
Other tangible assets 333 323 | SHAREHOLDERS’ EQUIRTY " o
Fixed assets, intangible 156 183 |Shareholders’ Equity 532 125
Investments and other assets 1,893 1,973 |Additional Capital 795 102
Investment securities 275 243 |Accumulated Earnings 2,205 2,076
Investment in affiliates 1,193 | 1,231 |grner Variance of the Estimate of 29 1
ecurities
Other investments and assets 425 499 |Common Stock for Treasury 0 0
Allowance for doubtful accounts ©) (0) |Total Shareholders’ Equity 3,562 2,306
TOTAL LIABILITIES, MINORITY
TOTAL ASSETS 10,573 | 10,371 |SHAREHOLDERS’ EQUITYAND | 10,573 | 10,371




PROFIT AND LOSS STATEMENT

{100 million yen]
Fiscal 2003 Fiscal 2002
ITEM (From April 1, 2003, | (From April 1, 2002,

to March 31, 2004) to March 31, 2003)
Net Sales 10,773 10,141
Operating Profit 297 83
Recurring Profit 315 112
Net Profit Before Tax Adjustments 234 20
Current Net Profit 161 11

APPROPRIATION STATEMENT
[million yen]
Fiscal 2003 Fiscal 2002
(Date of Approval at | (Date of Approval at
ITEM Shareholders’ Shareholders’
Meeting; June 25, Meeting; June 27,
2004) 2003)

Unappropriated Retained Earnings
for the Current Year 15,847 2,695
Voluntary Reserve Withdrawals 442 471
Disposition conducted as follows:
Dividends Declared 1,767 1,366
9 yen per share
Officer’s Bonus - 195
Voluntary Reserve 9,828 145
Profits Carried Forward 4,694 1,459

(Note 1) Based on the resolution of the board meeting held on October 30, 2003, the interim
dividend is 1,767 million yen (9 yen per share).
(Note 2) Beginning this fiscal year, the officer’s bonuses are treated as expenses as they are incurred.




Global Business Expansion (as of March 31, 2004)

s Regional or Sales Headquarters
43 Sales and Servicing Offices

% Development Bases
Manufacturing Bases
Representative Offices

B Corporate Offices and Principal Offices

Corporate Office Tokyo Office
Hirooka Office Fujimi Plant
Suwa Minami Plant Shiojiri Plant
Matsumoto Minami Plant Ina Plant

Murai Plant Shimauchi Plant
Hino Office Toyoshina Plant
Matsushima Plant Sakata Plant
Matsumoto Plant Takaki Plant
Kanbayashi Plant Chitose Plant

B Epson Group Companies in Japan (35 Companies)

Epson Sales Japan Corporation
Tohoku Epson Corporation
Epson Direct Corporation

And 32 Other Companies

B Overseas Epson Group Companies

Headquarters

U.S. Epson, Inc. (Regional Headquarters)

Epson Europe B.V. (Regional Headquarters)
Epson (China) Co., Ltd. (Regional Headquarters)
Epson Singapore Pte. Ltd. (Sales Headquarters)

Sales Offices
Epson America, Inc.
Epson Electronics America, Inc.



Epson (U .K.) Ltd.

Epson Deutschland GmbH

Epson Europe Electronics GmbH

Epson France S.A.

Epson Italia s.p.a.

Epson Iberica, S.A.

Epson Korea Co., Ltd.

Epson (Shanghai) Information Equipment Co., Ltd.
Epson Hong Kong Ltd.

Epson Taiwan Technology & Trading Ltd.
Epson Australia Pty. Ltd.

Manufacturing Bases and Development Bases
Epson Portland Inc.

Epson El Paso, Inc.

Epson Research and Development, Inc.
Epson Telford Ltd.

Suzhou Epson Co., Ltd.

Epson Precision (Hong Kong) Ltd.
Singapore Epson Industrial Pte. Ltd.
P.T. Indonesia Epson Industry

Epson Precision (Philippines), Inc.
Epson Precision (Malaysia) Sdn. Bhd.
and 47 Other Companies



Corporate Profile

Bl Head Office

B Tokyo Office

M Paid-in Capital
B Foundation

B Number of Employees
(as of March 31, 2004)

B Group Companies

(as of March 31, 2004)

B Business Lines

BURL

B Board of Directors
(As of June 25, 2004)

3-5 Owa 3-chome Suwa,

Nagano 392-8502, Japan

Tel: +81-266-52-3131 (main)

Shinjuku NS Building,

4-1 Nishishinjuku 2-chome, Shinjuku-ku,

Tokyo 163-0811, Japan

Tel: +81-3-3348-8531 (main)

53,204 million yen

May 18, 1942

Epson Group (Consolidated): 84,899

Parent Company: 12,839

110

Domestic: 36 (including the Company), Overseas: 74
Development, manufacturing, sales, marketing and servicing of
information-related equipment (printers, including related
supplies, color imaging scanners, LCD projectors, miniprinters,
PCs, and others), electronic devices (small and medium-sized
LCD displays, CMOS LSIs, crystal units, and others),precision
products (watches, plastic corrective lenses, factory automation
equipment and others), and other products
http://www.epson.co.jp/e/

Chairman Hideaki Yasukawa
Vice Chairman Yasuo Hattori
President Saburo Kusama*

Executive Vice Presidents  Toshio Kimura*
Norio Niwa*
Seiji Hanaoka*
Managing Directors Masayuki Morozumi
Yasumasa Otsuki
Masao Akahane
Torao Yajima
Kenji Kubota
Directors Nobuo Hashizume
Takeo Kagami
Hiroshi Komatsu
Osamu Kamiwaki
Setichi Hirano
Minoru Usui
Kenji Uchida
Noriyuki Hama
Auditors Masayoshi Omae
Toshihiko Kishiro
Yoshiro Yamamoto
Tomiichi Akiyama
Tatsuhiro Ishikawa
* Representative Director



Investor Information

B Number of Shares (As of March 31, 2004)

Authorized: 607,458,368

Issued: 196,364,592

Number of Shareholders: 40,047

M Principal Shareholders
Number of .
Shareholders Shares Held St};a;;téo(l g;)n 8
(thousand shares)

Aoyama Kigyo Kabushiki Kaisha 20,318 10.34
Sanko Kigyo Kabushiki Kaisha 14,288 7.27
The Dai-ichi Mutual Life Insurance Company 7,800 3.97
Mizuho Corporate Bank, Ltd. 7,593 3.86
Yasuo Hattori 7,144 3.63
Japan Trustee Services Bank, Ltd. 7.085 3.60
(trust accounts)
Reijiro Hattori 7,060 3.59
The Master Trust Bank of Japan, Ltd. 6,423 397
(trust accounts)
Seiko Corporation 6,205 3.15
Mizuho Capital Co., Ltd. 5,956 3.03

(Note 1) Holdings of less than 1,000 shares have been omitted from the number of
shares owned.
(Note 2) The percentage of shares held has been calculated to two decimal places.

M Investor Information
Closing of Accounts March 31
Regular General Shareholders
. June
Meeting

Date for Confirmation to
Shareholders of the Cash | March 31
Dividend Payment Date

Date for Confirmation to
Shareholders of the Interim | September 30
Cash Dividend Payment Date

Transfer Agent Mizuho Trust & Banking Co., Ltd.
2-1, Yaesu 1-chome, Chuo-ku, Tokyo

Business handling place of the agent:

Head Office of Stock Transfer Agency Department
Mizuho Trust & Banking Co., Ltd.

2-1, Yaesu 1-chome, Chuo-ku, Tokyo




Mailing address and telephone number of the agent:
Business Office of Stock Transfer Agency Department
Mizuho Trust & Banking Co., Ltd.

17-7, Saga 1-chome, Koto-ku, Tokyo 135-8722

Tel: +81-3-5213-5213
http://www.tz.mizuho-tb.co.jp/english/services/stock_
transfer_agent.html

Intermediary offices:

Branches of Mizuho Trust & Banking Co., Ltd.

Head Office and Branches of Mizuho Investors Securities
Co., Ltd.

Newspaper in which Public
Notices (in Japanese) Are to Be | The Nihon Keizai Shimbun
Inserted

Seiko Epson Corporation

3-5 Owa 3-chome Suwa, Nagano 392-8502, Japan
Tel: +81-266-52-3131 (main)

URL: http://www.epson.co.jp/e/
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SEIKO EPSON CORPORATION
3-5 Owa 3-chome Suwa, Nagano

392-8502, Japan

Tel: +81-266-52-3131
http://www.epson.co.jp/e/

EPSON

July 27, 2004

CONSOLIDATED RESULTS FOR

THE FIRST QUARTER ENDED JUNE 30, 2004

Consolidated Financial Highlights

(Millions of yen, thousands of U.S. dollars, except for per share data)

<Income statements and cash flows data>

Three months ended Year ended | Three months
June 30, March 31, | ended June 30,
2003 2004 Change 2004 2004
Statements of Income Data:
Net sales ¥315,193 | ¥332,927 5.6% | ¥1,413,243 $3,070,433
Operating income 14,217 32,733 | 130.2% 77,401 301,881
Income before income taxes and 12,284 | 29374 | 139.1% 65,058 270,904
minority interest
Net income 5,967 17,608 | 195.1% 38,031 162,391
Statements of Cash Flows Data:
Cash flows from operating activities 33,182 39,032 17.6% 182,669 359,974
Cash flows from investing activities (22,697) (20,002) | (11.9%) (65,329) (184,469)
Cash flows from financing activities 88,987 (57,411) -% (40,918) (529,475)
Cash and cash equivalents at end of 291,985 | 227,757 | (22.0%)| 265,183 2,100,498
the period
Per Share Data:
Net Income per share -Basic ¥38.62 ¥89.67 | 132.2% ¥204.70 $0.83
-Diluted ¥38.57 ¥- -% ¥204.53 3-

Notes

I. The consolidated figures are prepared on the basis of accounting principles generally accepted in Japan,
which are different from in certain respects as to application and disclosure requirements of
International Financial Reporting Standards, and are compiled from the consolidated figures prepared

by the Company as required by the Securities and Exchange Law of Japan.

1. Figures in ‘Change’ column are comparisons with the same period of the previous year.

I1I. Diluted net income per share are presented only if there are dilutive factors present.

IV. U.S. dollar amounts are included solely for the convenience of readers. These translations should not
be construed as representations that the yen amounts actually represent, or have been or could be

converted into U.S. dollars at that or any other rate.

been used for the purpose of presentation.

The rate of ¥108.43 = U.S.$1 at June 30, 2004 has




SEIKO EPSON CORPORATION

<Balance Sheets data>

March 31, June 30, June 30, June 30,
2004 2004 2003 2004
Total assets ¥1,206,491 ¥1,180,607 ¥1,289,876 $10,888,195
Shareholders’ equity 414,367 433,922 386,928 4,001,863
Debt / Equity ratio (%) 34.3% 36.8% 30.0% 36.8%
Shareholders’ equity per share ¥2,110.20 ¥2,209.78 ¥2,016.67 $20.38

Operating Performance Highlights

The global economy during this first quarter continued to steadily recover, led by a strong economic
recovery in the U.S., business expansion in China, and even signs of a general upturn in the countries of
Europe and Asia.

The Japanese economy also continued to steadily recover. Manufacturing exhibited signs of growth,
supported by rising exports and capital spending. Meanwhile, personal spending picked up, as evidenced by
strong sales figures for DVD recorders, thin-profile televisions and other consumer electronics.

Epson's main markets were as follows. In the information-related equipment business, inkjet printer
demand softened in Japan but remained strong in America and Europe. The U.S. saw a clear trend toward
low-priced muitifunction printers, with low-priced units accounted for an increasing percentage of the
multifunction printer market. In Europe, too, multifunction printers accounted for a rising percentage of
inkjet printer sales, and the market structure is gradually approaching that of America. Low-priced color
laser printers are driving market growth. Sales volumes of business projectors are growing steadily as a
whole, and the educational market is undergoing particularly rapid expansion due to a filling out of low-
priced models. Sales of home projectors are expanding in Japan and Europe. Meanwhile, the market for
microdevice-based projection TVs, which are more affordable than flat-panel large-screen TVs, is sharply
expanding in America.

In the electronic device business, Epson saw the continued steadiness in the market for electronic devices
used in mobile phones. This strength came from two main sources. One was replacement demand from
consumers especially in Western Europe and North America who are upgrading from their old
monochrome-screen handsets to new color models. The other was the continuing robust, new demand for
low-cost handsets with monochrome displays that is being driven by declining communications charges in
such emerging markets as Central and South America, India, and Russia.

The precision products business saw continued sluggishness in the markets for personal products such as
watches and eyeglass lenses but ongoing strength in industrial products such as factory automation systems
and optical devices.

Under these market conditions, Epson is carrying out an initiative to reduce the total cost ratio. The
initiative is designed to radically rebuild the company's profit structure into one that allows it to generate
stable income in any market environment. Epson is focusing particularly on reforming the cost structure
of its information-related equipment business and other finished products businesses.

Epson came out with a number of newly developed products during the quarter. As for inkjet printers,
Epson launched the PictureMate, a compact, portable photo printer. A PC-less, home photofinishing
solution, the PictureMate directly prints photos taken with digital cameras and cameras built in mobile
phones. In the visual instruments business, Epson rolled out Livingstation, a HDTV LCD projection
television, to the Japanese market. The domestic release follows last fiscal year's U.S. market launch of
these large-screen TVs, which use Epson's high-temperature polysilicon TFT liquid crystal panels. In the
electronic devices business, Epson has continued to implement structural reforms and ongoing cost

reduction programs. Meanwhile, the company is planning and carrying out investment designed to further
-




SEIKO EPSON CORPORATION

strengthen its electronic devices for mobile handsets and visual instruments.

Also during the quarter, Epson and SANYO Electric Co., Ltd. concluded a formal joint venture agreement
to integrate their respective liquid crystal display businesses.

The average exchange rates for the US dollar and the euro in this first quarter were ¥109.77 and ¥132.28
respectively. Compared with the same period last year, these rates represent a 7% increase in the value of
the yen against the dollar and a 2% increase in the value of the euro against the yen.

As a result, Epson's net sales for this first quarter increased by 5.6% on the same period last year to
¥332,927 million ($3,070,433 thousand). Operating income rose by 130.2% on the same period last year
to ¥32,733 million ($301,881 thousand), and income before income taxes and minority interest also jumped
139.1% to ¥29,374 million ($270,904 thousand). Quarterly net income rose 195.1% on the same period
last year to ¥17,608 million ($162,391 thousand).

Operating Performance Highlights by Business Segments
Information-related equipment:

In the information-related equipment segment, Epson responded to fierce price competition in inkjet printer
and LCD projector markets by accelerating its cost-cutting efforts on the one hand while extending strategy
of balancing product features and added value by area on the other.

In the imaging and information products business, sales from laser printers (including their related supplies,
and the same applies to various printers mentioned below) increased sharply due to higher sales volume in
supplies. Although impacted by a decline in single-function printer volume, overall inkjet printer sales
increased due to higher volume in multifunction printers. Terminal module and related product sales
increased sharply due to strong dealer sales to small and midsize stores in Europe and America. Scanners
and others sales volume fell sharply due to declining scanner demand brought about by the popularity of
multifunction printers. Together, these factors resulted in an increase in sales in the imaging and
information products business as a whole.

In the visual instruments business, liquid-crystal projector sales, though squeezed by a shift toward low-
price models, still rose due to increased sales volumes of home projectors in Japan and Europe.

Operating income in the information-related equipment segment declined due to changes in the profit
structure brought about by a rapid shift toward multifunction printers since the second half of last fiscal
year.

First-quarter net sales in the information-related equipment segment thus increased by 3.6% on the same
period last year to ¥212,455 million (81,959,375 thousand), and operating income decreased by 4.0% on
the same period last year to ¥14,950 million ($137,877 thousand).

Electronic devices:
Epson continued its ongoing emphasis on cost reductions in the electronic device segment.

In the display business, sales of STN LCDs for mobile phones declined sharply due to the effects of scaled-
back monochrome STN LCD production as well as to the effects of intensified competition with rivals in
the color STN LCD arena. Sales from high-temperature polysilicon TFT liquid crystal panels for LCD
projector applications increased sharply, as a strong projector market more than offset the impact of
declining unit prices for the smaller panel sizes. MD-TFD liquid crystal display sales grew sharply as
European, US, and Chinese markets turned toward active color panels for mobile phones. This resulted in
slightly lower sales for the display business as a whole.

In the semiconductor business, system LSI sales soared due to volume growth in image-processing
semiconductors that seized on a wave of feature-rich mobile phones equipped with cameras and other

3
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devices. Silicon foundry sales soared due to an increase in order volume. LCD driver sales declined as
higher color LCD driver volume was unable to make up for falling unit prices. This resulted in an
increase in sales in the semiconductor business as a whole.

Quartz device business sales rose sharply due to volume growth in tuning fork crystals and crystal clock
oscillators for mobile phones, PCs, and digital still camera applications.

Operating income in the electronic device business segment increased as a result of total cost-reduction
activities and higher net sales in the semiconductor and quartz device businesses.

First-quarter net sales for the electronic devices segment thus increased by 9.7% on the same period last
year to ¥107,098 million ($987,716 thousand), and operating income soared by 2,316.9% on the same
period last year to ¥19,155 million ($176,658 thousand).

Precision products:

In the precision products segment, Epson developed products aligned with market needs. In the watch
business, for example, the company introduced an independently developed radio-controlled watch.

In the watch business, branded product sales were sluggish outside the high-end price zone, but strength in
Europe and America enabled Epson to extend sales volumes of OEM movements. The optical products
business grew sales volumes of single-vision eyeglass lenses in the strong North American market. It also
achieved higher volumes in optical devices where growth was spurred by the expanding digital visual
instrument markets. In the factory automation systems business, IC handler sales volumes grew in the
healthy semiconductor marketplace. This resulted in an increase in sales in the precision products segment
as a whole.

Operating income in the precision instruments business segment grew due to increased sales of factory .
automation systems and optical devices.

First-quarter net sales in the precision products segment thus increased by 16.1% on the same period last
year to ¥20,922 million ($192,954 thousand), and operating income soared by 472.8% on the same period
last year to ¥1,125 million ($10,375 thousand).

Operating Performance Highlishts by Geographic Segments

Japan:

Sales from inkjet printers and high-temperature polysilicon TFT liquid crystal panels for LCD projectors
grew, while sales from STN LCDs declined.  As a result, net sales reached ¥294,420 million (32,715,300
thousand), up 7.3% from the same period last year, while operating income came in at ¥20,304 million
($187,254 thousand), up 85.4% from the same period last year.

The inkjet printer and silicon foundry businesses experienced higher sales, while scanner sales declined.
As a result, net sales reached ¥67,776 million ($625,067 thousand), up 10.7% from the same period last
year, while operating income came in at ¥4,958 million (545,725 thousand), up 421.0% from the same
period last year.

Europe:

Inkjet printer and MD-TFD liquid crystal display sales increased, while STN LCD sales declined. Asa
result, net sales reached ¥76,372 million ($704,344 thousand), up 23.2% from the same period last year,
while operating income came in at ¥3,536 million ($32,611 thousand), soaring 2,568.3% from the same
period last year.
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Asia / Oceania:

Inkjet printer and MD-TFD liquid crystal display sales increased, while STN LCD sales declined. Asa
result, net sales reached ¥181,051 million ($1,669,750 thousand), up 15.1% from the same period last year,
while operating income came in at ¥8,617 million ($79,471 thousand), up 125.2% from the same period
last year.

Cash Flow Performance

Net income for this quarter was ¥17,608 million ($162,391 thousand). Depreciation and amortization,
principally in the electronic devices business segment, was ¥22,819 million (3210,449 thousand). As for
changes to assets and liabilities, notes and accounts receivable, trade decreased by ¥17,811 million
($164,263 thousand), notes and accounts payable, trade increased by ¥9,456 million (387,208 thousand)
and inventories increased by ¥27,850 million ($256,848 thousand). As a result, cash inflows from
operating activities came to ¥39,032 million ($359,974 thousand).

Cash outflows from investing activities were ¥20,002 million ($184,469 thousand) due to capital
expenditures, principally in the imaging and information products business, and amounts that came due
during this period for tangible and intangible fixed assets acquired at the end of last period which amounted
to ¥22,025 million ($203,126 thousand).

Cash flows from financing activities were negative at ¥57,411 million ($529,475 thousand), primarily
resulting from net payments of ¥55,404 million ($510,966 thousand) from short- and long-term loans in

accordance with new loans and loan repayments.

As a result, cash and cash equivalents as of June 30, 2004 was ¥227,757 million ($2,100,498 thousand).

Forecast for fiscal year ending March 31, 2005

Epson observes no major change in the business environment from the previous outlook except for the
following points;

For the first half-year income is forecasted to increase due to the progress of the further cost reduction.
For the second half-year reflecting the business plan of the liquid crystal joint venture “SANYO EPSON
IMAGING DEVICES CORPORATION”, net sales would increase, while income changes slightly.

The exchange rate for the year is assumed as U.S.$1 =¥107 and Eurol = ¥131.

Qutlook for Consolidated Results

Half year
Previous Outlook Current Outlook Change
Net Sales ¥691.0 billion ¥689.0 billion -¥2.0 billion  (-0.3%)
Income before income tax
and minority interest ¥43.0 billion ¥55.0 billion | +¥12.0 billion (+27.9%)
Net income ¥26.0 billion ¥33.0 billion | +¥7.0 billion (+26.9%)
Full vear
Previous Outlook Current Outlook Change
Net Sales ¥1,492.0 billion ¥1,557.0 billion | +¥65.0 billion (+4.4%)
Income before income tax
and minority interest ¥95.0 billion ¥108.0 billion | +¥13.0 billion (+13.7%)
Net income ¥58.0 billion ¥65.0 billion | +¥7.0 billion (+12.1%)
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Cautionary Statement

This report includes forward-looking statements which are bascd on management’s view from the information available at the time of the
announcement. These statements involve risks and uncertaintics.  Actual results may be matcrially different from those discussed in the
forward-looking statements. The factors that may affect Epson include, but are not limited to, general economic conditions, the ability of
Epson to continue to timely introduce new products and services in markets, consumption trend, competition, technology trend, exchange
rate fluctuations.
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Consolidated Balance Sheets (Unaudited)

ASSETS

Current assets:
Cash and cash equivalents
Time deposits

Notes and accounts receivable, trade

Inventories

Other current assets

Allowance for doubtful accounts
Total current assets

Property, plant and equipment:
Buildings and structures
Machinery and equipment
Furniture and fixtures
Land
Other

Accumulated depreciation

Investments and other assets:
Investment securities
Intangible assets
Other assets
Allowance for doubtful accounts

Total assets

Thousands of

Millions of yen U.S. dollars
March 31, June 30, June 30, June 30,
2004 2004 2003 2004
¥265,183 ¥227,757 ¥291,985 $2,100,498
509 493 459 4,547
210,381 192,413 204,997 1,774,536
155,856 184,698 182,828 1,703,385
80,940 83,036 77,951 765,803
(3,700) (3,768) (4,584) (34,751)
709,169 684,629 753,636 6,314,018
376,195 376,985 379,912 3,476,759
469,448 475,790 467,727 4,387,992
176,867 182,746 182,556 1,685,382
52,106 52,150 53,819 480,956
12,388 17,467 11,828 161,090
1,087,004 1,105,138 1,095,842 10,192,179
(693,973) (711,896) (664,051 (6,565,489)
393,031 393,242 431,791 3,626,690
39,085 39,241 37,077 361,902
23,160 21,918 25,984 202,140
42,801 42,327 42,264 390,362
(755) (750) (876) (6,917)
104,291 102,736 104,449 947,487
¥1,206,491  ¥1,180,607 ¥1,289,876  $10,888,195

The accompanying notes are an integral part of these financial statements.
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Thousands of

Millions of yen U.S. dollars
March 31, June 30, June 30, June 30,
2004 2004 2003 2004
LIABILITIES AND
SHAREHOLDERS’ EQUITY
Current liabilities:
Short-term bank loans ¥62,851 ¥47,335 ¥134,584 $436,549
Current portion of long-term debt 47,380 10,793 67,659 99,539
Notes and accounts payable, trade 132,331 141,168 126,417 1,301,927
Accounts payable, other 81,785 79,692 62,656 734,963
Income taxes payable 6,731 13,795 7,199 127,225
Accrued bonuses 17,083 8,236 8,183 75,957
Accrued warranty costs 14,283 13,541 15,462 124,882
Other current liabilities 55,129 57,653 58,293 531,707
Total current liabilities 417,573 372,213 480,453 3,432,749
Long-term liabilities:
Long-term debt 346,769 343,643 398,728 3,169,261
Accrued pension and severance costs 8,055 11,298 9,150 104,196
Accrued directors’ and statutory auditors’
retirement allowances 1,729 © 1,693 1,683 15,614
Other long-term liabilities 15,456 15,915 10,329 146,777
Total long-term liabilities 372,009 372,549 419,890 3,435,848
Minority interest in subsidiaries 2,542 1,923 2,605 17,735
Shareholders’ equity:
Common stock, no par value -
2003 - Authorized 607,458,368 shares,
issued 191,864,592 shares - - 49,091 -
2004 - Authorized 607,458,368 shares,
issued 196,364,592 shares 53,204 53,204 - 490,676
Additional paid-in capital 79,501 79,501 72,499 733,201
Retained earnings 299,575 315,416 269,279 2,908,937
Net unrealized gains on other securities 3,087 3,361 1,001 30,997
Translation adjustments (20,999) (17,559) (4,942) (161,939)
Treasury stock (1) 1) (0) (&)
Total shareholders’ equity 414,367 433,922 386,928 4,001,863

Commitments and contingent liabilities

Total liabilities and shareholders’ equity  ¥1,206,491  ¥1,180,607  ¥1,289,876  $10,888,195

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Income (Unaudited)

Thousands of

Millions of yen U.S. dollars
Three months ended Year ended Three months
June 30 March 31, ended June 30,
2003 2004 2004 2004
Net sales ¥315,193 ¥332,927  ¥1,413,243 $3,070,433
Cost of sales 224 851 230,852 1,013,959 2,129,042
Gross profit 90,342 102,075 399,284 941,391
Selling, general and administrative expenses: ‘ '
Salaries and wages 19,218 18,741 77,748 172,840
Advertising 6,275 5,946 30,854 54,837
Sales promotion 6,399 5,791 31,740 53,408
Research and development costs 9,924 8,482 41,139 78,226
Shipping costs 4,037 4,674 20,527 43,106
Provision for doubtful accounts 363 44 414 406
Other 29,909 25,664 119,461 236,687
76,125 69,342 321,883 639,510
Operating income 14,217 32,733 77,401 301,881
Other income:
Interest and dividend income 522 800 1,684 7,378
Other 1,665 1,647 6,381 15,190
2,187 2,447 8,065 22,568
Other expenses:
Interest expenses 1,638 1,472 6,478 . 13,575
Net loss on foreign exchange 1,151 1,257 500 11,593
Loss on disposal of property, plant and '
equipment 490 185 3,711 1,706
Prior pension costs for foreign subsidiaries - 2,285 - 21,074
Other 841 607 9,719 5,597
4,120 5,806 20,408 53,545
Income before income taxes and
minority interest 12,284 29,374 65,058 270,904
Income taxes 6,224 11,453 26,573 105,626
Income before minority interest 6,060 17,921 38,485 165,278
Minority interest in subsidiaries 93 313 454 2,887
Net income ¥5,967 ¥17,608 ¥38,031 $162,391
Yen U.S. dollars
Per share:
Net income ¥38.62 ¥89.67 ¥204.70 $0.83
Cash dividends ¥9.00 ¥9.00 ¥18.00 $0.08

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Changes in Shareholders’ Equity (Unaudited)

Millions of yen

Net
unrealized
Additional gains on
Number of Common paid-in Retained other Translation  Treasury
shares issued stock capital earnings securitics adjustments stock Total
Balance at March 31, 2003 151,864,592 ¥12,531 ¥10,259 ¥264,874 ¥167 (¥6,515) (¥0)  ¥281,316
Net income for the three months ended
June 30, 2003 . - - - 5,967 - - - 5,967
Issuance of common stock under
public offering 40,000,000 36,560 62,240 - - - - 98,800
Cash dividends - - - (1,367) . - - - (1,367)
Bonuses to directors and statutory
auditors - - - (195) - - B (195)
Net unrealized gain on other securities - - - - 834 - - 834
Translation adjustments - - - - - 1,573 - 1,573
Balance at June 30, 2003 191,864,592 ¥49,091 ¥72,499 ¥269,279 ¥1,001 (¥4,942) (¥0)  ¥386,928
Balance at March 31, 2004 196,364,592 ¥53,204 ¥79,501 ¥299,575 ¥3,087 (¥20,999) (¥1)  ¥414,367
Net income for the threc months ended :
June 30, 2004 - - - 17,608 - - - 17,608
Cash dividends - - - (1,767) - - - (1,767)
Net unrealized gain on other securities - - - - 274 - - 274
Translation adjustments - - - - - 3,440 - 3,440
Changes in treasury stock - - - - - - 0) 0)
Balance at June 30, 2004 196,364,592 ¥53,204 ¥79,501 ¥315,416 ¥3,361 (¥17,559) *1)  ¥433,922
Millions of yen
Net
unrealized
Additional gains on
Number of Common paid-in Retained other Translation ~ Treasury
shares issued stock capital camings securitics  adjustments stock Total
Balance at March 31, 2003 151,864,592 ¥12,531 ¥10,259 ¥264,874 ¥167 ¥6,515) *0) 281,316
Net income - - - 38,031 - - - 38,031
Issuance of common stock under
public offering 44,500,000 40,673 69,242 - - - - 109,915
Cash dividends - - - (3,134) - - - (3,134)
Bonuses to directors and statutory
auditors - - - (196) - - - (196)
Net unrealized gain on other securities - - - - 2,920 - - 2,920
Translation adjustments - - - - - (14,484) - (14,484)
Changes in treasury stock - - : - - - 0] Q)]
Balance at March 31, 2004 196,364,592 ¥53,204 ¥79,501 ¥299,575 ¥3,087 (¥20,999) (®1)  ¥414,367
Thousands of U.S. dollars
Net
unrealized
Additional gains on
Common paid-in Retained other Translation  Treasury
stock capital eamings securities  adjustments stock Total
Balance at March 31, 2004 $490,676 $733,201  $2,762,842 $28,470  ($193,664) ($9) $3,821,516
Net income for the three months ended
June 30, 2004 - - 162,391 - - - 162,391
Cash dividends - - (16,296) - - - (16,296)
Net unrealized gain on other securities - - - 2,527 - - 2,527
Translation adjustments - - - - 31,725 - 31,725
Changes in freasury stock - - - - - 0 0)
Balance at June 30, 2004 $490,676 $733,201  $2,908,937 $30,997  (5161,939) ($9) $4,001,863

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Cash Flows (Unaudited)

Cash flows from operating activities:
Net income

Adjustments to reconcile net income to net cash provided

by operating activities -
Depreciation and amortization
Accrual for net pension and severance costs, less
payments
Net loss on sales and disposal of property, plant and
equipment
Equity in net gains under the equity method
Deferred income taxes
Increase (decrease) in allowance for doubtful accounts
Increase (decrease) in accrued income taxes
Decrease in notes and accounts receivable, trade
(Increase) decrease in inventories
Increase in notes and accounts payable, trade
Other
Net cash provided by operating activities
Cash flows from investing activities:
Payment for purchases of property, plant and equipment
Proceeds from sales of property, plant and equipment
Payments for purchases of intangible assets
Payments of long-term prepaid expenses
Other
Net cash used in investing activities
Cash flows from financing activities:
Decrease in short-term borrowings
Proceeds from long-term debt
Repayments of long-term debt
Issuance of common stock
Cash dividends
Other
Net cash provided by (used in) financing activities
Effect of exchange rate fluctuations on cash and cash
equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the period
Cash and cash equivalents at the end of the period

Supplemental disclosures of cash flow information:
Cash received and paid during the period for -
Interest and dividend received
Interest paid
Income taxes paid

Thousands of

Millions of yen U.S. dollars
Year Three months
Three months ended ended ended
June 30 March 31, June 30,
2003 2004 2004 2004
¥5,967 ¥17,608 ¥38,031 $162,391
26,371 22,819 111,018 210,449
(1,176) 3,794 (13,338) 34,990
393 326 5,511 3,006
(55) (28) (172) (258)
282 99) 11,363 (913)
324 (6) (261) (55)
(851) 6,925 (1,826) 63,866
13,689 17,811 6,224 164,263
(13,478) (27,850) 4,042 (256,848)
8,802 9,456 13,247 87,208
(7,086) (11,724) 8,830 (108,125)
33,182 39,032 182,669 359,974
(20,622) (20,402) (65,416) (188,158)
383 © 546 4,309 5,036
(3,138) (1,623) (7.917) (14,968)
(29) (591) (441) (5,451)
709 2,068 4,136 19,072
(22,697) (20,002) (65,329) (184,469)
(7,592) (15,574) (76,076) (143,632)
2,500 - 92,530 -
(3,253) (39,830) (164,304) (367,334)
98,800 - 109,915 -
(1,367) (1,767) (3,134) (16,296)
(101 (240) 151 (2,213)
88,987 (57,411) (40,918) (529,475)
225 955 (3,527) 8,807
99,697 (37.426) 72,895 (345,163)
192,288 265,183 192,288 2,445,661
¥291,985  ¥227,757 ¥265,183 $2,100,498
¥537 ¥854 ¥1,681 $7.876
(¥1,194) (¥1,363) (¥6,610) (3$12,570)
(¥6,793) (¥4,627) (¥17,036) ($42,673)

The accompanying notes are an integral part of these financial statements.
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Notes to Consolidated Financial Statements (Unaudited)

1. Basis of presenting consolidated financial statements:

(1) Background -

Seiko Epson Corporation (the “Company”) was originally established as a manufacturer of watches but
later expanded its business to provide key devices and solutions for the digital color imaging markets
through the application of its proprietary technologies. The Company operates its manufacturing and

sales business mainly in Japan, the Americas, Europe and Asia/Oceania.

(2) Basis of presenting consolidated financial statements -

The Company and its subsidiaries in Japan maintain their records and prepare their financial statements in
accordance with accounting principles generally accepted in Japan while its foreign subsidiaries maintain
their records and prepare their financial statements in conformity with accounting principles generally

accepted in their respective country of domicile.

The accompanying consolidated financial statements of the Company and its consolidated subsidiaries and
affiliates (collectively “Epson™) as of June 30, 2004, and for the three months ended June 30, 2004 are
prepared on the basis of accounting principles generally accepted in Japan, which are different in certain
respects as to application and disclosure requirements of International Financial Reporting Standards, and
are compiled from the consolidated financial statements prepared by the Company as required by the

Securities and Exchange Law of Japan.

The accompanying consolidated financial statements incorporate certain reclassifications and
rearrangements in order to present them in a form that is more familiar to readers outside Japan. In
addition, the notes to the consolidated financial statements include information that is not required under
generally accepted accounting principles in Japan, but which is provided herein as additional information.

However, none of the reclassifications nor rearrangements have a material effect on the financial statements.

2. Summary of significant accounting policies:

(1} Consolidation and investments in affiliates -

The accompanying consolidated financial statements include the accounts of the Company and those of its
subsidiaries that are controlled by Epson. Under the effective control approach, all majority-owned
companies are to be consolidated. Additionally, companies in which share ownership equals 50% or less
may be required to be consolidated in cases where such companies are effectively controlled by other
companies through the interests held by a party who has a close relationship with the parent in accordance
with Japanese accounting standards. All significant inter-company transactions and accounts and

unrealized inter-company profits are eliminated upon consolidation.

12
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Investments in affiliates in which Epson has significant influence are accounted for using the equity method.
Consolidated income includes Epson’s current equity in net income or loss of affiliates after elimination of

unrealized inter-company profits.

(2) Foreign currency translation and transactions -

Foreign currency transactions are translated using foreign exchange rates prevailing at the respective
transaction dates. Receivables and payables in foreign currencies are translated at the foreign exchange

rates prevailing at the respective balance sheet dates.

All the assets and liabilities of foreign subsidiaries and affiliates are translated at the foreign exchange rates
prevailing at the respective balance sheet dates, and all the income and expense accounts are translated at
the average foreign exchange rates for the respective periods. Foreign currency financial statement
translation differences are recorded in the consolidated balance sheet as a separate component of

shareholders’ equity.

(3) Cash and cash equivalents -

Cash and cash equivalents included in the consolidated financial statements are composed of cash on hand,
bank deposits that may be withdrawn on demand and highly liquid investments purchased with initial

maturities of three months or less and which represent low risk of fluctuation in value.

(4) Financial instruments -

(a) Investments in debt and equity securities:

Investments in debt and equity securities are classified into three categories: 1) trading securities,
2) held-to-maturity debt securities, and 3) other securities. These categories are treated

differently for purposes of measuring and accounting for changes in fair value.

Trading securities held for the purpose of generating profits from changes in market value are
recognized at their fair value in the consolidated balance sheets. Unrealized gains and losses are
included in current income. Held-to-maturity debt securities are expected to be held to maturity
and are recognized at historical or amortized cost in the consolidated balance sheets. Other
securities for which market quotations are available are recognized at fair value in the
consolidated balance sheets. Unrealized gains and losses for these other securities are reported
as a separate component of shareholders’ equity, net of tax. Other securities for which market
quotations are unavailable are stated at cost, based on the weighted average cost method. Other

than temporary declines in the value of other securities are reflected in current income.
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(b) Derivative financial instruments:

Derivative instruments (i.e., forward exchange contracts, interest rate swaps and currency
options) are recognized as either assets or liabilities at their respective fair values at the date of
contract, and gains and losses arising from changes in fair value are recognized in earnings in the
corresponding fiscal period. If certain hedging criteria are met, such gains and losses are

deferred and accounted for as assets or liabilities.

For interest rate swaps, if certain hedging criteria are met, interest rate swaps are not recognized
at their fair values as an alternative method under Japanese accounting standards. The amounts
received or paid for such interest rate swap arrangements are charged or credited to income as

incurred.

(c) Allowance for doubtful accounts:

Allowance for doubtful accounts is calculated based on the aggregate amount of estimated credit
losses for doubtful receivables plus an amount for receivables other than doubtful receivables

calculated using historical write-off experience from certain prior periods.

(5) Inventories -

Inventories are stated at the lower of cost or market value, where cost is primarily determined using the

weighted average cost method.

(6) Property, plant and equipment -

Property, plant and equipment, including significant renewals and improvements, are carried at cost less
accumulated depreciation. Maintenance and repairs, including minor renewals and improvements, are
charged to income as incurred. Depreciation of property, plant and equipment is mainly computed based
on the declining-balance method for the Company and its Japanese subsidiaries and on the straight-line
method for foreign subsidiaries at rates based on the estimated useful lives. For buildings acquired by the
Company and its Japanese subsidiaries on or after April 1, 1998, depreciation is computed based on the
straight-line method, which is prescribed by Japanese income tax laws. When property, plant or
equipment is retired or disposed of, the difference between the net book value and sales proceeds, if any, is

charged or credited to income.

The estimated useful lives of depreciable assets principally range from eight to fifty years for buildings and

structures and principally range from two to eleven years for machinery and equipment.
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(7) Intangible assets -

Amortization of intangible assets is computed using the straight-line method. Amortization of software
for internal use is computed using the straight-line method over its estimated useful life, ranging from three

to five years.

(8) Impairment of long-lived assets -

On August 9, 2002, the Business Accounting Council of Japan issued accounting standards entitled
“Statement of Opinion on the Establishment of Accounting Standards for Impairment of Fixed Assets™.
Further, on October 31, 2003, the Accounting Standards Board of Japan issued Financial Accounting
Standards Implementation Guidance No. 6 - “Application Guidance on Accounting Standards for
Impairment of Fixed Assets”. Effective as of March 31, 2004, Epson has elected to early adopt these

accounting standards for impairment of fixed assets.

(9) Accrued bonuses -

Accrued bonuses to employees are provided for the estimated amounts which Epson is obligated to pay to

employees after the fiscal period-end, based on services provided during the current period.

On March 9, 2004, the Accounting Standards Board of Japan issued accounting standards concerning
accounting for bonuses to directors and statutory auditors, effective for the first fiscal year ending after this
standards issued. In the financial statements for fiscal years prior to April 1, 2003, “bonuses to directors
and statutory auditors”, which are determined through appropriation of retained earnings by resolution of
general shareholders’ meeting subsequent to fiscal year-end, are reflected in retained earnings of the current
year. Under the accounting standards, “bonuses to directors and statutory auditors” are expensed as

incurred. Effective as of March 31, 2004, Epson has adopted the accounting standards.

(10) Accrued warranty costs -

Epson provides an accrual for estimated future warranty costs based on the historical relationship of
warranty costs to net sales. Specific warranty provisions are made for those products where warranty

expenses can be specifically estimated.

(11) Income taxes -

The provision for income taxes is computed based on income before income taxes and minority interest in
the consolidated statements of income. The asset and liability approach is used to recognize deferred tax
assets and liabilities for the expected future tax consequences of temporary differences between the

carrying amounts and the tax basis of assets and liabilities.
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On May 29, 2003, the Company obtained approval from the National tax agency to file a consolidated tax
return system effective from the year beginning April 1, 2003. The Company has adopted the
consolidated tax return system for the calculation of income taxes effective from the year ended March 31,
2004. Under the consolidated tax return system, the Company consolidates all wholly owned domestic

subsidiaries based on the Japanese tax regulations.

(12) Pension and severance costs -

The Company and its Japanese subsidiaries maintain defined benefit pension plans and defined contribution

pension plans covering substantially all of their employees.

The Company and some of its Japanese subsidiaries maintain the welfare pension plan which is funded in

conformity with the funding requirements of the Japanese Welfare Pension Insurance Law.

To supplement the welfare pension plan, the Company and some of its Japanese subsidiaries maintain tax
qualified pension plans which are non-contributory defined benefit pension plans. These companies
contribute amounts required to maintain sufficient plan assets to provide for accrued benefits, subject to

limitations on expense deductibility under Japanese income tax laws.

The Company and one consolidated subsidiary changed approximately half of its tax qualified defined
benefit plans to new tax qualified defined contribution plans and the remaining half from tax qualified
defined benefit plans to new tax qualified corporate defined benefit plans effective from the year beginning
April 1, 2004.

Pension benefits are determined based on years of service, basic rates of pay and conditions under which
the termination occurs, and are payable at the option of the retiring employee either in a lump-sum amount
or as an annuity. Contributions to the plans are funded through several financial institutions in accordance

with the applicable laws and regulations.

Unrecognized prior service costs are amortized based on the straight-line method over a period of five
years beginning at the date of adoption of the plan amendment. Actuarial gains and losses are amortized
based on the straight-line method over a period of five years starting from the beginning of the subsequent

year.

Most of the Company’s foreign subsidiaries have various retirement plans, which are primarily defined
contribution plans, covering substantially all of their employees. Epson’s funding policy for these defined
contribution plans is to contribute annually an amount equal to a certain percentage of the participants’

annual salaries.
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With respect to the Company’s directors and statutory auditors, who are not covered by the benefit plans for
employees described above, provision is made for retirement benefits based on internal rules regarding
directors’ and statutory auditors’ retirement benefits. In accordance with the Commercial Code of Japan,
payments of retirement benefits for directors and statutory auditors are subject to approval by a resolution

at the Company’s shareholders’ meeting.

(13) Revenue recognition -

Revenue from sale of goods is recognized at the time when goods are shipped. Revenue from services is

recognized when services are rendered and accepted by customers.

(14) Research and development costs -

Research and development costs are expensed as incurred.

(15) Leases -

Epson leases certain office space, machinery and equipment and computer equipment from third parties.

Under Japanese accounting standards, capital leases, other than those under which ownership of the assets
will be transferred to the lessee at the end of the lease term, are allowed to be accounted for as operating
leases with footnote disclosure of the estimated acquisition cost, estimated accumulated depreciation and

future estimated lease payments.

Epson has recorded substantially all leases as operating leases in the manner described in the preceding

paragraph.

(16) Net income per share -

Net income per share is computed based on the weighted average number of shares of common stock

outstanding during each applicable period.
Under the Japanese accounting standards concerning accounting for bonus to directors and statutory
auditors, effective for the fiscal years beginning on or after April 1, 2003, the bonus to directors and

statutory auditors have been charged to income in the year ended March 31, 2004.

(17) Appropriations of retained earnings -

Appropriations of retained earnings reflected in the accompanying consolidated financial statements have
been recorded after approval by the shareholders as required under the Commercial Code of Japan. In

addition to year-end dividends, the board of directors may declare interim cash dividends by resolution to
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the shareholders of record as of September 30 of each year.

3. U.S. dollar amounts:

U.S. dollar amounts presented in the accompanying consolidated financial statements and in these notes are
included solely for the convenience of readers and are not audited. These translations should not be
construed as representations that the yen amounts actually represent, or have been or could be converted
into U.S. dollars at that or any other rate. As the amounts shown in U.S. dollars are for convenience only,

arate of ¥108.43 = U.S.$1, the rate of exchange prevailing at June 30, 2004, has been used.

4. Investments in debt and equity securities:

The aggregate cost and market value (carrying value) of other securities with market values, which was

included in investment securities at June 30, 2004 was as follows:

Millions of yen
Gross unrealized

Market value

Cost Gains Losses _(carrying value)
Equity securities ¥4,392 ¥4,584 (¥63) ¥8,913
Debt securities 53 3 ) 56
Other 138 - ) 138
Total ¥4,583 ¥4,587 (¥63) ¥9,107

Thousands of U.S. dollars
Gross unrealized

Market value

Cost Gains Losses (carrying value)
Equity securities 340,505 $42,277 (8$581) $82,201
Debt securities 489 27 ) 516
Other 1,273 - (-) 1,273
Total $42,267 $42,304 ($581) $83,990

The carrying amount of unlisted investment securities at June 30, 2004 was ¥19,006 million ($175,284

thousand).

For the three months ended June 30, 2004, there were no other-than-temporary impairments of securities
with an aggregate market value. Impairments are principally recorded in cases where the fair value of
other securities with determinable market values has declined in excess of 30% of cost. Those securities

are written down to the fair value and the resulting losses are included in current income for the period.
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5. Derivative financial instruments:

Epson enters into forward exchange contracts, currency options and interest rate swaps. Forward

exchange contracts and currency options are utilized to hedge currency risk exposures. Interest rate swaps
are utilized to hedge against possible future changes in interest rates on floating rate borrowings. Epson

uses derivative instruments only for hedging purposes and not for purposes of trading or speculation.

The table below lists contract amounts, notional amounts and fair values of derivatives as at June 30, 2004

by transactions and type of instrument, excluding derivatives eligible for hedge accounting.

Millions of yen

Unrealized gains

Instruments Contract amounts Fair values (losses)
Forward exchange contracts:
Sold -
U.S. dollar (purchased Japanese yen) ¥3,849 ¥3,879 (¥30)
Euro (purchased Japanese yen) 26,378 26,109 269
Sterling pound (purchased Japanese yen) 1,404 1,367 37
Australian dollar (purchased Japanese yen) 1,323 1,325 2)
Thai baht (purchased U.S. dollar) 184 183 1
Polish zloty (purchased Euro) 345 349 4
Purchased -
U.S. dollar (sold Japanese yen) 3,767 3,740 27
U.S. dollar (sold Taiwan dollar) 429 436 7
Euro (sold Japanese yen) 25 25 (U]
Total unrealized gains from forward
exchange contracts ¥251

There were no interest rate swap transactions outstanding at June 30, 2004 other than derivatives eligible

for hedge accounting.

Thousands of U.S. dollars

Unrealized gains

Instruments Contract amounts Fair values (losses)
Forward exchange contracts:
Sold -
U.S. dollar (purchased Japanese yen) $35,497 $35,774 ($277)
Euro (purchased Japanese yen) 243272 240,791 2,481
Sterling pound (purchased Japanese yen) 12,948 12,607 341
Australian dollar (purchased Japanese yen) 12,202 12,220 (18)
Thai baht (purchased U.S. dollar) 1,697 1,688 9
Polish zloty (purchased Euro) 3,182 3,219 37
Purchased -
U.S. dollar (sold Japanese yen) 34,741 34,492 (249)
U.S. dollar (sold Taiwan dollar) 3,956 4,021 65
Euro (sold Japanese yen) 231 231 (0)
Total unrealized gains from forward
$2,315

exchange contracts

————reeremme e
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There were no interest rate swap transactions outstanding at June 30, 2004 other than derivatives eligible

for hedge accounting.

These forward exchange contracts were entered into for hedging purposes. Unrealized gains and losses
from these contracts are recognized in earnings. Forward exchange contracts assigned individually to

monetary items denominated in foreign currencies are excluded from the above table.

6. Assets pledged as collateral for secured loans and debt:

Assets pledged as collateral for secured loans and debt at June 30, 2004 was as follows:

Thousands of

Pledged assets Millions of yen U.S. dollars

Land ¥287 $2,647
Buildings and structures 1,176 10,846
Machinery and equipment 175 1,614
Total ¥1,638 $15,107

Thousands of
Secured loans and debt Millions of yen U.S. dollars

Current portion of long-term debt _#12 - st

In the three months ended June 30, 2004, Epson entered into line of credit agreements with four banks for
an aggregate maximum amount of ¥40,000 million ($368,902 thousand). As at June 30, 2004, there were
unused credit lines of ¥40,000 million ($368,902 thousand) outstanding and available.

7. Net income per share:

Net income per share for the three months ended June 30, 2004 was as follows:

Thousands of

Millions of yen U.S. dollars
Net income attributable to common shares ¥17,608 $162,391
Weighted average number of common shares outstanding 196,364,297
Yen U.S. dollars
Net income per share ¥89.67 $0.83

Epson had no dilutive potential common shares, such as convertible debt or warrants, outstanding for the
three months ended June 30, 2004.
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8. Cash flow information:

Cash and cash equivalents at June 30, 2004 was composed of the following:

Thousands of
Millions of yen U.S. dollars

Cash and deposits ¥228,689 $2,109,094
Less:
Short-tem bank loans (overdrafts) (439) (4,049)
Time deposits due over three months (493) (4,547)
Cash and cash equivalents ¥227,757 $2,100,498
9. Leases:

As described in Note 2 (15), Epson, as a lessee, charges periodic capital lease payments to expense when
paid. Such payments for the three months ended June 30, 2004 amounted to ¥594 million (35,478

thousand).

If capital leases that do not transfer the ownership of the assets to the lessee at the end of the lease term were

capitalized, the capital lease assets at June 30, 2004 would have been as follows:

Thousands of

Millions of yen U.S. dollars

Acquisition cost:
Machinery and equipment ¥2,344 $21,618
Fumiture and fixtures 5,826 53,730
Intangible assets 1,066 9,831
9,236 85,179
Less: accumulated depreciation 5,543 51,120
Net book value ¥3,693 $34,059

Depreciation expenses for these leased assets for the three months ended June 30, 2004 would have been
¥554 million (85,109 thousand), if they were computed in accordance with the straight-line method over

the periods of these capital leases, assuming no remaining value.

Interest expense for these capital leases for the three months ended June 30, 2004 would have been ¥20
million ($184 thousand).

Future lease payments for capital leases at June 30, 2004 was as follows:
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Thousands of

Future lease payments Millions of yen U.S. dollars

Due within one year ¥1,702 $15,697
Due after one year 2,074 19,127
Total ¥3,776 $34,824

Future lease payments for non-cancelable operating leases as a lessee at June 30, 2004 was as follows:

Thousands of

Future lease payments Millions of yen U.S. dollars

Due within one year ¥2,859 $26,367
Due after one year 8,380 77,285
Total ¥11,239 $103,652

In addition, future lease receipts for non-cancelable operating leases as a lessor at June 30, 2004 was as

follows:

Thousands of

Future lease receipts Millions of yen U.S. dollars
Due within one year ¥307 $2,831
Due after one year 1,953 18,012
Total ¥2,260 $20,843

10. Commitments and contingent liabilities:

Contingent liabilities for guarantee of employees’ housing loans from banks at June 30, 2004 was ¥3,399
million (831,347 thousand). Furthermore, the amount of discounted notes, which consisted of discounted

letters of credit, at June 30, 2004 was ¥49 million ($452 thousand).
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11. Segment information:

(1) Business segment information -

Epson is primarily engaged in the development, manufacture and sale of computer printers, liquid crystal

displays (“LCDs™), semiconductor products and other products.

Epson operates manufacturing facilities in Japan, Asia, the Americas and Europe, and markets its products

internationally through a global network of local sales subsidiaries.

Epson is engaged principally in the following three business segments categorized based on the nature of

products, markets and marketing methods.

Information-related equipment segment, including color inkjet printers, laser printers, dot matrix printers,
large format inkjet printers, and related supplies, color image scanners, LCD projectors, LCD monitors,

label writers, mini-printers, printers for use in POS systems and personal computers.

Electronic devices segment, including small and medium-sized LCD modules, TFT LCD modules for

LCD projectors, CMOS LSI, crystal units and crystal oscillators.

Precision products segment, including watches, watch movements, plastic corrective lenses, optical

devices, precision industrial robots and IC handlers.

Operations not categorized in any of the above segments, such as services offered within Epson and new

business still in the start-up phase, are categorized within “Other”.

The table below summarizes the business segment information of Epson for the three months ended June
30, 2003 and 2004:
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Thousands of

Millions of yen U.S. dollars
Three months ended Year ended Three months
June 30 March 31, ended June 30,
2003 2004 2004 2004
Information-related equipment:
Net sales:
Customers ¥204,665 ¥211,819 ¥917,116 $1,953,509
Inter-segment 474 636 3,264 5,866
Total 205,139 212,455 920,380 1,959,375
Operating expenses 189,560 197,505 874,478 1,821,498
Operating income ¥15,579 ¥14,950 ¥45,902 $137,877
Electronic devices:
Net sales:
Customers ¥91,894 ¥99,922 ¥413,540 $921,535
Inter-segment 5,739 7,176 27,613 66,181
Total 97,633 107,098 441,153 987,716
Operating expenses 96,840 87,943 400,532 811,058
Operating income ¥793 ¥19,155 ¥40,621 $176,658
Precision products:
Net sales:
Customers ¥17,353 ¥19,856 ¥77,736 $183,123
Inter-segment 671 1,066 3,366 9,831
Total 18,024 20,922 81,102 192,954
Operating expenses 17,828 19,797 78,292 182,579
Operating income ¥196 ¥1,125 ¥2,810 $10,375
Other:
Net sales:
Customers ¥1,281 ¥1,330 ¥4,851 $12,266
Inter-segment 5,330 8,333 24,606 76,851
Total 6,611 9,663 29,457 89,117
Operating expenses 8,972 12,162 41,480 112,164
Operating loss (¥2,361) (¥2,499) (¥12,023) ($23,047)
Eliminations and corporate:
Net Sales (¥12,214) (*¥17.211) (¥58,849) ($158,729)
Operating expenses (12,224) (17,213) (58,940) (158,747)
Operating income ¥10 ¥2 ¥91 $18
Consolidated:
Net Sales ¥315,193 ¥332,927 ¥1,413,243 $3,070,433
Operating expenses 300,976 300,194 1,335,842 2,768,552
Operating income ¥14,217 ¥32,733 ¥77,401 $301,881
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(2) Geographic segment information -

Net sales are attributed to geographic segments based on the country location of the Company or the
subsidiary that transacted the sale with the external customer. Principal countries and jurisdictions in each

geographic segment are as follows:

“The Americas” mainly includes the United States, Canada, Brazil, Chile, Argentina, Costa Rica,

Colombia, Venezuela, Mexico and Peru.

“Europe” mainly includes the United Kingdom, the Netherlands, Germany, France, Italy, Spain,
Portugal and Russia.

“Asia/Oceania” mainly includes China (including Hong Kong), Singapore, Malaysia, Taiwan, Thailand,

the Philippines, Australia, New Zealand, Indonesia, Korea and India.

The table below summarizes the geographic segment information of Epson for the three months ended June
30, 2003 and 2004:
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Thousands of

Millions of yen U.S. dollars
Three months ended Year ended Three months
June 30 March 31, ended June 30,
2003 2004 2004 2004
Japan:
Net sales:
Customers ¥156,134 ¥146,290 ¥686,553 $1,349,165
Inter-segment 118,171 148,130 491,089 1,366,135
Total 274,305 294,420 1,177,642 2,715,300
Operating expenses 263,356 274,116 1,141,043 2,528,046
Operating income ¥10,949 ¥20,304 ¥36,599 $187,254
The Americas:
Net sales:
Customers ¥51,259 ¥56,290 ¥224,683 $519,137
Inter-segment 9,977 11,486 42,320 105,930
Total 61,236 67,776 267,003 625,067
Operating expenses 60,284 62,818 255,937 579,342
Operating income ¥952 ¥4,958 ¥11,066 $45,725
Europe:
Net sales:
Customers ¥61,145 ¥75,926 ¥297,772 $700,231
Inter-segment 828 446 2,497 4,113
Total 61,973 76,372 300,269 704,344
Operating expenses 61,841 72,836 290,719 671,733
Operating income ¥132 ¥3,536 ¥9,550 $32,611
Asia / Oceania:
Net sales:
Customers ¥46,655 ¥54,421 ¥204,235 $501,900
Inter-segment 110,647 126,630 478,878 1,167,850
Total 157,302 181,051 683,113 1,669,750
Operating expenses 153,476 172,434 664,517 1,590,279
Operating income ¥3,826 ¥8,617 ¥18,596 $79,471
Eliminations and corporate:
Net Sales (¥239,623)  (¥286,692) (¥1,014,784) ($2,644,028)
Operating expenses (237,981) (282,010) (1,016,374) (2,600,848)
Operating income (loss) (¥1,642) (¥4,682) ¥1,590 (843,180)
Consolidated:
Net Sales ¥315,193 ¥332,927 ¥1,413,243 $3,070,433
Operating expenses 300,976 300,194 1,335,842 2,768,552
Operating income ¥14,217 ¥32,733 ¥77,401 $301,881
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(3) Sales to overseas customers -

The table below shows sales to overseas customers by geographic region, and as a percentage of

consolidated net sales, for the three months ended June 30, 2003 and 2004:

Thousands of

Millions of yen U.S. dollars
Three months ended Year ended Three months
June 30 March 31, ended June 30,
2003 2004 2004 2004
Overseas sales: .
The Americas ¥55,303 ¥57,903 ¥235,116 $534,012
Europe 80,228 86,235 363,424 795,306
Asia/Oceania 69,703 72,674 310,806 670,239
Total 205,234 216,812 909,346 1,999,557
Consolidated net sales ¥315,193 ¥332,927 ¥1,413,243 $3,070,433
Percentage:
The Americas 17.5% 17.4% 16.6%
Europe 255 25.9 257
Asia/Oceania 22.1 21.8 22.0
Total 65.1% 65.1% 64.3%

27



SEIKO EPSCN CORPORATION

Supplementary Information
Consolidated First Quarter ended June 30, 2004

Cautionary Statement

This report includes forward-looking statements which are based on management’s view from
the information available at the time of the announcement. These statements involve risks
and uncertaintics. Actual results may be materially different from those discussed in the
forward-looking statements, The factors that may affect Epson include, but are not limited
to, general economic conditions, the ability of Epson to continue to timely introduce new
products and scrvices in markets, consumption trend, competition, technology trend, exchange
rate fluctuations.
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1. Sales by division

(Unit: billion yen)

Three months ended

Forccast for the year ended

June 30, Increase March 31,
%
2003 2004 2005
Information-related equipment 205.2 2124 3.6% 958.0
Imaging & information 164.5 186.1 13.1% 822.0
Visual instruments 17.2 18.4 7.2% 101.0
System device & PC 26.8 - -% .
Other - 10.9 - % 48.0
Intra-segment sales 3.3) (3.0) -% (13.0)
Electronic devices 97.6 107.1 9. 7% 543.0
Display 66.5 65.2 (1.9%) 371.0
Semiconductor 33.7 36.9 9.4% 153.0
Quartz device 9.0 12.8 41.8% 49.0
Other 0.8 0.7 (8.0%) 3.0
Intra-segment sales (12.4) (8.5) -% (33.0)
Precision products 18.0 20.9 16.1% 86.0
Other 6.6 9.7 46.2% 350
[nter-segment sales (12.2) (17.2) -% (65.0)
Consolidated sales 315.2 3329 5.6% 1,557.0

(Note) Divisional category of information-related equipment scgment is changed to “Imaging & information™, “Visual instruments” and “Other”
from the three months ended June 30, 2004 and the year ended March 31, 2005,




SEIKO EPSON CORPORATION

(Note) The divisional category of information-related cquipment scgment was “Imaging & information”, “Visual instruments” and “System
device & PC” before the fiscal year beginning on April 1,2004. System device division was united to Imaging & information division
in the year ended March 31, 2004. The divisional category of information related equipment segment was changed to “Imaging &
information”, “Visual instruments” and “Other™ from the three months ended June 30, 2004 and the year ended March 31, 2005,

As a result of it, net sales increased by ¥16.0 billion in Imaging & information for the three months ended June 30, 2004, as compared
with the amount of Imaging & information which was reported in the three months ended June 30, 2003, and decreased by ¥16.0 billion
in Other for the threc months ended Junc 30, 2004, as compared with the amount of System device & PC which was reported in the
three months ended June 30, 2003.

Net sales will increase by ¥62.0 billion in Imaging & information for the year ended March 31, 2005, as compared with the amount of
Imaging & information which was reported in the year ended March 31, 2004, and will decrease by ¥62.0 billion in Other for the ycar
ended March 31, 2005, as compared with the amount of System device & PC which was reported in the year ended March 31, 2004,

The table below summarizes the sales by division of Epson for the three months ended June 30, 2003 and 2004, and the year ended
March 31, 2005. The sales by division for the three months ended June 30, 2003 was categorized as if the new divisional
classification had been applied retroactively.

(Unit: billion yen)

Three months ended Forecast for the year ended co:;‘;izem

June 30, Increase March 31, year ended

% March 31,

2003 2004 2005 23?4

Information-related equipment 205.2 2124 3.6% 958.0 4.1%
Imaging & information 178.3 186.1 4.4% 822.0 3.7%
Visual instruments 17.2 184 7.2% 161.0 15.7%
Other 13.0 10.9 (15.6%) 48.0 (11.2%)
Intra-segment sales 3.3) 3.0 -% (13.0) -%
Electronic devices 97.6 107.1 9.7% 543.0 23.1%
Display 66.5 65.2 (1.9%) 371.0 24.3%
Semiconductor 337 36.9 9.4% 153.0 4.5%
Quartz device 9.0 12.8 41.8% 49.0 13.3%
Other 0.8 0.7 (8.0%) 3.0 3.6%
Intra-scgment sales (12.4) (8.5) - % (33.0) - %
Precision products 18.0 20.9 16.1% 86.0 6.0%
Other 6.6 9.7 46.2% 35.0 18.8%
Inter-scgment sales (12.2) (17.2) - % (65.0) -%
Consolidated sales 315.2 3329 5.6% 1,557.0 10.2%




SEIKO EPSON CORPORATION

2. Business scgment information

(Unit: billion yen)

Three months ended Increase Forecast for the year ended coﬁ:;cfdcm
June 30, March 31, year ended
% March 31,
2003 2004 2005 o
Information-related equipment
Net sales
Customers 204.7 211.8 3.5% 957.0 4.3%
Inter-segment 0.5 0.6 33.9% 1.0 (69.4%)
Total 205.2 212.4 3.6% 958.0 4.1%
Operating expenses 189.6 197.5 4.2% 892.0 2.0%
Operating income 15.6 14.9 (4.0%) 66.0 43.8%
Electronic devices
Net sales
Customers 91.9 99.9 8.7% 513.0 24.1%
Inter-segment 5.7 7.2 25.0% 30.0 8.6%
Total 97.6 107.1 9.7% 543.0 23.1%
Operating expenses 96.8 87.9 (9.2%) 486.0 21.3%
Operating income 0.8 19.2 2,316.9% 57.0 40.3%
Precision products
Net sales
Customers 17.3 19.8 14.4% 81.0 4.2%
Inter-scgment 0.7 1.1 58.9% 5.0 48.5%
Total 18.0 20.9 16.1% 86.0 6.0%
Operating expenses 17.8 19.8 11.0% 81.0 3.5%
Operating income 0.2 1.1 472.8% 5.0 77.9%
Other
Net sales
Customers 1.3 1.4 3.8% 6.0 23.7%
Inter-segment 5.3 8.3 56.4% 29.0 17.9%
Total 6.6 9.7 46.2% 350 18.8%
Operating expenses 9.0 12.2 35.6% 46.0 10.9%
Operating loss (2.4) 2.5) -% (11.0) -%
Elimination and corporate
Net sales (12.2) (17.2) % (65.0) -%
Operating expenses (12.2) (17.2) % (65.0) %
Operating income 0.0 0.0 (83.6%), 0.0 -%
Consolidated
Net sales 315.2 3329 5.6% 1,557.0 10.2%
Operating expcnses 301.0 300.2 (0.3%), 1,440.0 7.8%
Operating income 14.2 327 130.2% 117.0 51.2%
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3. Capital expenditure / Depreciation and amortization

(Unit: billion yen)

Increase
Threc months ended . Forccast for the year ended compared to
June 30, nerease March 31, year ended
% March 31,
2003 2004 2005 2004
Capital expenditure 13.1 204 55.8% 181.0 163.2%
Information-related equipment 9.0 6.2 (31.5%) 37.3 13.0%
Electronic devices 2.1 11.6 448.4% 114.8 438.6%
Precision products 0.6 0.6 8.0% 4.8 21.2%
Other 1.4 2.0 46.6% 24.1 129.8%
Depreciation and amortization 26.2 22.7 (13.5%) 116.7 5.8%
4. Research and development
(Unit: billion yen)
Three months cnded Forecast for the year ended colr:;:aezem
June 30, Increase March 31, year ended
% March 31,
2004
2003 2004 2005 %
Research and Development 20.6 209 1.4% 93.6 3.4%
R&D / sales ratio 6.5% 6.3% 6.0%
5. Management indices
(Unit: %)
Increase
Three months ended Forccast for the year ended | compared to
Increasc year ended
June 30, Point March 31, March 31,
2004
2003 2004 2005 Point
Return on equity (ROE) 1.8% 4.2% 24 14.6% 37
Return on assets (ROA) 1.0% 2.5% 1.5 8.7% 33
Return on sales (ROS) 3.9% 8.8% 4.9 6.9% 2.3

Note 1. ROE=Nct Income / Beginning and ending balance average shareholders’ equity

2. ROA=Income before income tax and minority interest / Beginning and ending balance average total assets

3. ROS=Income before income tax and minority interest / Nct sales
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6. Foreign exchange fluctuation effect on net sales

(Unit: billion yen)

Three months ended
June 30, Increase
2003 2004

Foreign exchange effect 0.1 9.3) 9.4)

U.S. dollars (3.9 (4.8) 0.9

Euro 6.0 (1.4) (7.4)

Other 2.0 3.n (.n
Exchange rate ‘

Yen /U.S, dollars 118.50 109.77

Yen / Euro 134.66 132.28

Note: Foreign exchange effect=(Foreign currency sales for the period) x {(average rate for the period — average rate for the same prior period)

7. Inventory
(Unit: billion ycn)
June 30, March 31, June 30, Increase compared to
2003 2004 2004 March 31, 2004
Inventory 182.8 155.9 184.7 28.8
Information-related equipment 112.2 96.9 120.3 234
Electronic devices 54.9 457 49.5 3.8
Precision products 13.9 12.1 13.4 1.3
Other/ Corporate 1.8 1.2 1.5 0.3
(Unit: days)
Turnover by days 53 40 50 10
Information-related equipment 50 39 52 13
Electronic devices 51 38 42 4
Precision products 70 55 58 3
Other/ Corporate 26 15 15 -
Note: Turnover by days=ending balance of inventory / prior 3 months sales per day
8 Employees
(Unit: person)
June 30, March 31, June 30, Increase compared to
2003 2004 2004 March 31, 2004
i:";::;gf;:p loyees 79,311 84,899 85,643 744
Domestic 20,593 21,044 21,207 163
Overseas 58,718 63,855 64,436 581
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Epson |s a leadlng name in the color prunter LCD pro;ec‘cor, and small and medlum srzed;
color: LCD markets Leveragmg sophlstxcated and, dxstmctlve technology development"
capabllmes and with a customer oriented mmdset Epson has bunlt a dominant pres-”
ence in flelds where we have- an advantage Our SOlId posrtlon in. these mdustnes is

“founded on flrm partnershlps wnth some of the world s best known compames

.The foundatlon of Epson s technology is the fu5|on of its productron technology, ultra-
predsuon processmg technology, and our tlreless pursuat of dlstmctlve technology— .

. ‘which started out from the commercralrzatlon of quartz watches This has been achieved by

» 'our drstmctwe development and productlon of our unrivaled low power consumption key
- ‘devrces These base technologles are dlrec’cly linked to the evolutuon and development

- of ;nformatzon related equnpment and electromc dewces—-the core elements of Epson s
- current busmess foundatlon ’ : '
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Epson s competmve edge in the market comes from the synergies of flnlshed produc’cs
and by developmg and manufacturlng key dev1ces which determines the competitive-
ness. of finished products InLCD projectors, for example Epson's in- -house capabilities

in hlgh temperature polysrllcon TFTLCD panels a key devnce and optlcal technology. 2
set us apart from competltors allowmg us to capture an overwhelmung share of the

; : global market I

One of, Epson s strengths |s software development capablhtres that support strong :
flnlshed products and key devnces ”Prlnt Image Matchlng, a software solution that -
spurred the growth of the color lmagmg technology Epson has accumulated in the
o printer busmess is now accepted by virtually all digital camera ‘manufacturers in Japan :
Color imaging technology, consequently, is playmg an important role in boostmg_
hlgher resolutlon for LCD_pro;ecfc_ors and small and m_\_edrum -sized color LCDs.

s b D { o
‘:ol are De fel& opment Potential for.

f’\ \ [ ‘ 7 a'?r" 4 ] - g: A " ;r.'
Competitive Hardwa






’ deveiopment in areas thought of as |mp055|b|e by other companses Epson beheves
“that acqumng patents for new technologles <can be a powerful ally to. emerge as.a

winner amld fierce competmon Epson is strlvmg forward by strateglcally filing patenti
'apphcatlons to establish an enforceable patent portfoho Through these efforts, Epson-
is steadily: chmbxng in the. ranklngs of pubhshed patent apphcatlons in Japan and"" '

rankmgs for |ssued patents in the Umted States . el

1999

2000

2001 2002 2003

‘*'Rankmg of Publlshed Patent App(lcat[ons in Japan
- *Rankxng of Issued Patents in the U S i

" *Source Epson compded from data released by the Japan Patem Offuce
. "Source IFl Claims ’ .

Epson has aggressnvely moved forward‘m' its globallzatuon of productlon sales and
R&D activities. Epson conducts all processes from component production to assembly
of flmshed products at overseas productlon sites, aHowmg us to. enhance our cost -
competltlveness, respond to exchange rate fluctuatlons, and reduce Iead times. On
the sales side, Epson is structurmg a saies system optlmlzed to each reglon to desngn

' produc’cs and develop sales and serwce strategles attuned to. reglonal c:haracterlstlcs

Epson is. aiso erectmg a global R&D framework optlm:zed to target regxons
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Ceoativity and Challenge”

“in th|s annual report "Epson refers to the Se\ko Epscn Group !
Company refers to the parent company, SEIKO EPSON CORPORATION

Cautlonary Statement : :

. ..~ This report includes forward-| Iookmg statements Wthh are based on
_ management's views from the information available at the time of the

announcement. These statements involve risks and uncertainties.

Actual results may.be materially dnfferent from. those discussed in the

forward-iooking statements: The factors that may affect Epson include,

Corporate H|story‘
Organization Chart

but are not limited to, general economic conditions, the ab\hty of Epson Financial Sectlon
to continue to timely mtroduce new products and’ services in markets, S T o1

. - consumption trends, competxtlon technology trends, and exchange Prmapal Subsidiaries and Affiliates......... .. 72
Ceate fluctuatians . . Lo e LT . Corporate Data/lnvestor Information . 73



Consolidated Financial Highlights

SEIKO EPSON CORPORATION AND SUBSIDIARIES
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Thousands of

Millions of yen U.S. dollars
Year ended Year ended
March 31, March 31,
2002 2003 2004 2004
Statement of income data:
Net sales ¥1,274,109 ¥1,322,453 ¥1,413,243 $13,371,587
Gross profit 336,108 362,588 399,284 3,777,879
Selling, general and administrative expenses 309,912 313,228 321,883 3,045,539
Operating income 26,196 49,360 77.401 732,340
Income {loss) before income taxes and minority interest (18,382) 31,629 65,058 615,555
Net income (loss) (18,432 12,510 38,031 359,835
Research and development costs ¥ 79742 ¥ 85,761 ¥ 903,485 5 856,136
Capital expenditures ) 197,533 89,111 70,379 665,900
Depreciation and amortization 129,151 125,809 110,314 1,043,751
Per share data (yen and U.S. dollars):
Net income (loss) ¥ (121.37) ¥ 81.08 ¥  204.70 $ 1.94
Cash dividends 18.00 18.00 18.00 0.17
Balance sheet data:
Current assets ¥ 622,415 ¥ 645,310 ¥ 709,169 $ 6,709,897
Property, plant and equipment (net of depreciation) 502,251 442,769 393,031 3,718,715
Total assets 1,241,161 1,196,080 1,206,491 11,415,375
Current liabilities 400,891 493,087 417,573 3,950,922
Long-term liabilities 357,549 419,069 372,009 3,519,813
Shareholders’ equity 280,349 281,316 414,367 3,920,589
Note: U.S. dollar amounts have been translated from yen, for convenience only, at the rate of ¥105.69=U.5.$1 as of March 31, 2004.
Netsalss - . . Operatngincome - Netintome toss)
Yearsended March31. . i Years ended March 31, Years ended March 31 -
(Billions'ofyen) = ., R © (Billisns of yen) " . (Billions of yer)
1600 SR SR ‘,"‘BZQ', s ' 40 B A
o A TED R gt 0
R : 125
".(o'.‘ o o : 40 . AR
" ) 2004 2002 2003 . . 2004
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SEIKO EPSON CORPORATION

To Qur Stakeholders

To achieve the objectives of the Action07 mid-range business plan, Epson is cap-
turing definitive cpportunities for growth by leveraging its key devices to rapidly
launch high-value-added products. At the same time, we are concentrating the
capabilities of the Epson Group to promote structural reforms for establishing a
stable earnings structure under the “One EPSON" banner to put the company
on a solid track for future growth.

Fiscal Year Performance
Epson’s main markets consist of information-related equipment, encompassing printers and
LCD projectors, and electronic devices. In the information-related equipment segment, prices
for both single-function and multifunction (all-in-one) printers edged lower as the shift to multi-
function printers gathered momentum in the market. In LCD projectors, unit volumes increased
as the business market continued to expand, but sales prices declined.

In the electronic device segment, demand for products used in mobile phones such as color
LCDs, color LCD drivers, and graphics-rendering semiconductors grew as the switch to mobile phones
with color LCDs gained substantial ground outside Japan. In Japan, demand grew from mobile
phone users purchasing 3-G handsets and high-resolution built-in cameras.

In inkjet printers, part of our imaging & information products business, we set our products
apart with inks that promise archival-quality prints. In addition to marketing DURABrite ink outside
Japan, we introduced new inkjet printers to the Japanese market that feature Epson’s unique
“Tsuyo ink,” which offers both photo-quality printing and 6utstanding image permanence. And
with the launch of the PM-A850, a multifunction printer fully compatible with photo printing, we
accelerated the Japanese market's transition to multifunction printers. In laser printers, we launched
the LP-9000C and LP-7000C series of compact, lightweight and low-price A3 color laser printers.
These products were part of a strategy for stimulating demand among offices that are still using
older monochrome printers because of concerns over limited space and cost. In the visual
instruments business, we began operations in our LCD projection TV business, an area where
future growth is expected. In the electronic devices segment, the focus was on reforming our
business structure with an eye on the future. Our actions included concentrating management
resources in color LCDs and color LCD drivers, areas of high market growth in which Epson has
notable technological strengths. At the same time, we pushed forward with activities for cutting
fixed expenses and reducing procurement costs; closed a production site for monochrome STN-
LCDs; and reached a basic agreement with SANYO Electric Co., Ltd. to integrate LCD businesses.

In the fiscal year ended March 31, 2004, these and other actions resulted in net sales of ¥1,413.2
billion, an increase of 6.9% over the previous year. Operating income jumped 56.8% year on year
to ¥77.4 billion, while net income surged 204.0% to ¥38.0 billion.

Action07—Mid-range Business Plan
In January 2003, we announced our medium-to-long-term fundamental concept, SEO7, SEQ7 clarifies
Epson’s direction for the future. Under the key slogan "Digital Image Innovation,” we will

concentrate management resources in three fields that comprise our strengths: printers, projectors
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and displays. We refer to these as the "3i” fields, namely, imaging on paper (i1), imaging on
screen (i2) and imaging on glass (i3). While working to expand in each of these business demains,
Epson will establish ties among and bring together the 3i fields to create new markets and
businesses. In March 2004, Epson announced Action07, a mid-range business plan detailing con-
crete steps for achieving the objectives of SEQ7. Action07 is designed to spur sales growth by
ensuring that Epson accurately grasps growth opportunities in each of the 3i fields, while en-
couraging the convergence of these fields in new areas. At the same time, we will conduct far-
reaching reform of our product lines and cost structure, in a bid to reinforce Epson's earnings
structure as it achieves growth. Targets for the fiscal year ending March 31, 2007, the final year of
Action07, include net sales of ¥1,770.0 biliion, and a recurring profit margin of at least 9%. Improving
profit margins is the major focus of Action07. The fiscal year ending March 31, 2005 has been
positioned as a time for bolstering Epson’s internal framework for the transition to a high earn-
ings structure. To this end, we are implementing the structural reforms required to ensure that
Epson is capable of geherating stable earnings under any business conditions. We want to lift
our recurring profit margin to a record level of 7% as quickly as possible, boosting it to 10% over

the medium to long term.

Advanced Technology Development Capabilities for Distinctive Products
Epson’s strength lies in the ability to apply expertise in precision processing to produce
in-house the key devices essential to the competitiveness of finished products. These skills were
honed in the development and production of watches. By leveraging Epson’s know-how in key
devices, we develop technology that enhances product quality and delivers unmatched added
value. And by launching such products ahead of competitors, we are
realizing a stronger earnings structure as we grow. Based on an

accurate grasp of customers’ requirements, Epson uses its ad-

vanced technology skills to translate those needs into viable
products, generating unrivaled products that surprise our cus-

tomers in exciting new ways.

Epson’s Unique Photo Strategy for Printers Unfolds
One of the core strategies of Action07 is Epson’s Photo Strat-
egy for inkjet printers. In short, the Photo Strategy calls for real-
ization of home photo printing, enabling hassle-free
printing of digital content at home or the office without
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the use of a PC. We launched four printer models for realizing home photo printing, including a
multifunction printer in October 2003, and PictureMate, a portable printer with a convenient
handle for easy carrying, in April 2004. We will continue to introduce new products for home

photo printing to make digital photography a more integral part of daily life.

Tenacious R&D to Build the Foundation for Future Growth

Epson’s tenacious R&D capabilities are a key factor in its development of key devices. By perse-
vering in areas that other companies have declared technologically impossible, we have brought
Epson’s unique skills to bear in the creation and development of new businesses. As a manufacturer,
one goal is to excite our customers by generating a steady flow of products with high added

value. This is the reason we strive to nurture new businesses that will form a base for growth five

" to ten years down the road. Epson is moving forward with the development of Qrganic Light-

Emitting Diode (OLED) displays, a next-generation display technology that features low power

consumption, high luminance, and a thinner profile than conventional flat panels.

A Stronger Corporate Structure

We have undertaken two measures for building Epson into a truly resilient company: enhancement
of our product line and far-reaching reform of our earnings structure. Two years ago, we initiated
a project for improving procurement activities that has yielded significant cost reductions. We have
now launched the K-Project, which aims to lower the total cost to sales ratio (cost of production
ratio + SG&A ratio) through an extensive review of Epson’s business structure from a cost to
sales perspective. As we promote operational reform in the wake of the integration of Epson’s
production and sales divisions, optimization of the Epson Group will be the guiding principle as
we integrate procurement, production, sales and logistics activities incorporating the viewpoint
of our customers. In the fiscal year ending March 31, 2005, we will initiate structural reforms
targeting the production and sales framework for the printer business, a key source of earnings,
to build a structure for securing profits on both the product and service sides of this business.

Through these measures, Epson is aiming for a ten percentage-point reduction in the cost to
sales ratio by the fiscal year ending March 31, 2007. We are staunchly committed to actions for
lowering the cost to sales ratio as the expected benefits are crucial to attaining our recurring
profit margin goal of 9% or higher in the fiscal year ending March 31, 2007. At the same time, the
aim is to have effectively debt-free operations by the fiscal year ending March 31, 2008. We are
confident that these improvements in Epson’s financial structure can be achieved a full year
ahead of this schedule.

Maximizing the Benefits of Investment

Because Epson, through Action07, seeks to capture definitive opportunities in growth fields
while strengthening its financial position, intensive cash flow management will be essential. As
we give priority in our capital investment plans to investment in fields where we anticipate high

returns, we will strive to wring the maximum benefit from the smallest possible investment.
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We plan to make capital investments of nearly ¥320.0 billion during the three-year duration of
ActionQ7. In the fiscal year ending March 31, 2005, we intend to make capital investments of
¥120.0 billion to ¥130.0 billion, including strategic investments related primarily to electronic

devices, a field where future growth is expected.

Becoming a Trusted Company
As a public company, maintaining stakeholder trust and stable earnings is one of Epson’s most
fundamental duties. Without the trust of our stakeholders, including our customers, business
partners, shareholders, investors, employees, and local communities, our business would be
impossible to sustain. Epson’s Management Philosophy, which emphasizes earning the trust of
society, ensures that this mindset prevails throughout the Epson Group. Backed by this philosophy,
we have made Trustworthy Management the cornerstone of our business activities.

In light of the nature of its business operations, Epson remains committed to the system of
corporate governance we have employed to date, which is underpinned by statutory auditors.
The statutory auditors’ ability to check the actions of Epson’s management is strengthened by
external statutory auditors. In terms of compliance, we have established a Compliance Management
Committee responsible for compliance training and activities for promoting compliance awareness.
We also have a Compliance Hotline through which Epson employees in Japan can voice their
opinions and concerns on this vital issue. Trustworthy Management is not simply about legal and
ethical compliance. To us, it means, among other things, providing dependable products and
services that our customers can enjoy using, as well as generating stable profits over the long
term for our shareholders and investors. It's also about making a worthwhile contribution to the
creation of a better society, and establishing a base from which our employees can remain highly
motivated with the Epson slogan “Creativity and Challenge” always firmly in mind. For Epson,
the concept of Trustworthy Management means doing all of this and more, while continuing to
fulfill our duties as a good corporate citizen. In June 2003, Epson was listed on the First Section
of the Tokyo Stock Exchange. We saw this occasion as an opportunity to build even better
bonds of trust by further tightening Epson’s corporate structure.

As inter-company competition intensifies, every employee in the Epson Group has become a
reform leader in his or her own right, and is constantly involved in bringing about internal changes.
By bringing their collective skills to bear under the "One EPSON" banner, our goal is to leverage
speedier management in realizing "Digital Image Innovation.” To our shareholders and all other

stakeholders, 1 ask for your continued guidance and support in all of our future endeavors.

June 2004

Saburo Kusama, President & CEO
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| .St-_rehgthéhi.r;gfou‘r Earnings Structure

‘Through the Actlon07 mrd range busrness plan Epson aims to bolster its fmancnal

} _'posmon as it captures definitive opportumtres in growth ﬂelds To accomphsh

. this, the Company is enactrng extensive cash flow management to generate free
‘cash ﬂows of¥150 brlhon durrng the three year duratton of the plan ‘

Investment Polrcy

_ Wh|le serzmg clear opportumtres‘-e__ :
in each of Epson’s "3i" busmess Sl

, domams Action07 will attempt to devrces a field where Ep?"?” antrm- .

converge “To do thrs cash flows“

must be ‘redlrected for’ rn_yest_rnent

Sin upcorhrng growth fields, .‘f‘ro_r_n‘
Whieh:'Epepn ‘can expect to reap
_high future returns. Epson plans to
make capital investments of nearly
¥320.0 billion during the three-year
duration of Action07. In the fiscal
- year ending March 31, 2005, Epson
is budgeting capital investments

of '¥12VO‘.O‘biIIieh ,togrs'o.o billion,
including 'strate‘gi'ci investments in
areas related primarily to electronic

. o future row k.

. spawn areas where these: domams‘- : ‘pates growt :
" .Epson will strrve to squeeze maxi-
* mum benefits {rern the. smallest .
‘possible investment. M,ore'over,‘

capital investments, in principle, will

be conducted within the scope of
cash flows from operating activities.

Epson will continue investing

approximately 6% of net sales in
R&D, the driving force for growth

over the medium to long term.

FINANCIAL TARGETS FOR THE FISCAL YEAR
ENDING MARCH 31, 2007 (CONSOUDATED)

® Net sales v

* Recurring profit margin

» Free cash flows .o

(cumulating from FY2004 to FY2006)

* Capital investment ...,

{cumulating from FY2004 to FY2006)

................................. ¥1,770 billion

... 9% or higher

..................................... ¥150 billion

..................................... ¥320 billion

Note: Targets in the above chart do not include the impact of the establishment of
a new company, SANYO EPSON IMAGING DEVICES CORPORATION, announced
on March 24, 2004.

+ Net debt outstanding ................. Aim at zero net debt by the fiscal year

; improv:ng Epson 5 Flnancra! Posmon K

' Epson is zmprovmg |ts fmancual"

position to Iay the groundwork for -

‘ afuture leapforwardm growth. The .-

Company has plans to generate:
free cash flows (cash flows from

_ eperating activities and cash flows
+ from investing activities) of ¥150.0
~b|I||on over the three-year- perlod

endrng March 2007, and expects to

~ boost cash flows even higher the fol- - -

lowing fiscal year, when it aims to

achieve a recurring profit margin of

at least 10%. Cash flows over this

-four-year period should provide the

funds for reducing interest—hearingj



debt, wi.th' the goal of achieving
virtually debt-free o'per‘at'ions bythe

close of theﬁscalyear'ending March
31, 2008 Epson will extend its focus
beyond ust earnlngs tak\ng steps"
to ralse its |nventory turnover rate .
and to streamline its balance sheet.

A Far-reaching Cost—Struc’ture'Reform‘ -

'from cost- reduc’uon activitiesin I|ne

with its proeurement reform‘program

irnplemente'd over the two- -year:

period ended March 31, 2004. To
further enhance its. busmess struc-
ture, Epson will caprtalrze on'this cost-

reduct:on know-how to. conduct‘ ‘

activities for Iowermg the total cost

to sales ratio (cost of productlon
ratio + SG&A ratio). ‘

The basis for these ac'tivities”is' the

‘integration of Epson's production

Reforming the Earnmgs

Structure From
the Ground Up

MAJOR STRATEGIC INVESTMENTS PLANNED FOR
THE FISCALYEAR ENDING MARCH 31, 2005

» Added production capacity for high temperature '
polysilicon TFT (Chitose, Suwa-Minami) .................... approx. ¥30 billion

» New MD-TFD technologies/investments for
productivity improvement {Toyoshina) ..., approx. ¥4 billion

* Third production site for displays
{enhance back-end capacity) (the Philippines) ............ approx. ¥3 billion

* Enhance 0.18/0.15 um wafer process capacity for
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mobile graphics engines, others (Sakata) ................... approx. ¥8 billion

- and sales divisions, unifying low-cost

production operations and merchan-
‘ drsmg and sales act|vmes for selllng “
~at the best. poss1b|e pr|ce

To achleve thzs aim, Epson is

: undertakmg an extensrve review of
its busmess structure from a total' '
. costto sales standpomt, rntegratrng
oroduct planning, design,'technology, '
Epson has seen benefits emerge_ and»p‘rodu'cti»on thlrough,to:sales i_n',,,
' “adetermined effortto reformits cost -
: _.‘structi.ire;“' Over Action07's three--
*year durat‘ion,‘ Epson's lofty_ target ’
is to lower the total cost to sales"
‘ ratro by ten percentage pointsin |ts‘
pursuit of far- reachlng reform -
' Conversely, the total costto sales‘v

ratio appears set to rise in the fiscal

year ending March 31, 2005, due
'rnain_lyto Io‘wer‘sales prices forfinished

products and changes in Epson’s

product mix. In response, Epson is

“torsand pursue
“technology
~ that highlights

cutting costs companywide by at’
least ¥100.0 billion to lower the total :
cost to sales ratio. In these activiti_es,

Epson will reaffirm its commitment
- tothe formula that -”cost‘eduals sales

less target profit.” Atthe same time,

‘ .Epson erI move forward under the
.“One EPSON" banner Various
‘measures will form the nucleus of

: 'these ac‘nvmes mcludlng a rethmk of

design concepts standardlzatnon and

“sharing ofcomponents and modules,
“and a review of distribution costs.

Epson will work harder than ever
to Iaunch products
ahead of competi-.". .

the quality
of E‘psonu ,

products.
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Epson is dnvnng its Photo S‘crategy forward uttllzxng hlgh quahty and durabie
prints possrble through its inkjet printers. By stepping beyond the trad|t|onal
label of printers as "PC penpherals Epson is striving to transform. dng:tal
® _photography into an ordinary part of c'veryday Iafe by making it easner for anyone
in the farm!y to pnnt a variety of dlgttal content ‘
' .Lf;ifg raging Epson's Strengths for by exfending‘its lineup.o’f high-
| » . A Uﬂ"ﬁ”ﬁ‘ ?570'@ 5 rategv IR e _resolution, photo quahty printers
Py - ' | R o H|gh _quality photographs are a that meet the exacting standardsA‘ :
- o o “strong suit for Epson pnnters,‘ '.demanded by professxonals )
pralsed by professmnal pho- - - As part of its unsque Photo Strat-
- tographers and other art- egy, Epson hopes to realize home
_ists for whom rich . Photo printing; or hassle-free print-
‘detail is a must. N9 ofdigitalco‘nten{athomewith-
® Going forward, *_outusmgaPC Epson launched four

E‘pson plansto printer models for. home photo

furtherd|st|n- printing during the year, including
-, a multifunction printer in October

gwsh itself o _
2003, PictureMate, a portable

from -rivals’

Mlcro Plezo Pnnter Heads w
o Epson s printer heads utilize vibrations from.,
.a piezo element to fire ink. This method
. offers superior advantages in terms of high
. - image resolution and printing speed. * - :




printer with 5 convenient handle for

easy carrylng in April 2004 Epson wnll‘

continue to, rntroduce new products’ ‘
for horne photo prmtmg to make
digital photography a more integral

‘ part of da|ly I|fe

Brréiness
Secure Edrnings Through Products

Mode( iﬂux Vcr?ivr‘ R'O

_To grow earnings. in _the ‘fu‘tur‘e,
" Epson is drastically reforming its.

A Co L I,C‘Ceting New Ma
business model to secure earnings .

» “from both hardware and supplles

Epson has g|ven hlghest priority to
reducing development costs formul-
tifunction printers, a product where .

growthin demandis expected. The

goal is to lower costs to half of cur-

rent levels by the fiscal year ending

Malrch 31, 2006. From design to.

=Y
o

D
=
O

e StylusPhoto RX600

This true multlfunctlor\ printef is equrpped to .
handle all photo prlntmg needs .

; ) o PlctureMate >
o Equrpped W|th ahandle for edsy carrying, this
convenient prlnter makes ‘printing vibrant,
. high-resolution photos anywhere inthe home
‘a snap s o 1 :

rha'rketing, Epson will I'oWer costs at

each stage |n the production process.

To achneve thrs Epson will create a

standardrzed product base from .. .
_which it erI pursue: hlgher added
o value throughmproved prmt qual-

|ty and by addmg functions. . This,

inturn, W|Ilg|ve Epson theleverage_ :
'to sell its products at ever more .

competmve pr|ces :

rkets With the

Most. Cormpact, L rgh?w mn* rmd

Fas *u st Lasar "ym?erf

The switch to. the use of color in

_ business documents as a means of

enhancing communication in busi-

: ness, continues apace. To give

impetus to this transition in offices

~still using monochrome printers,

I
N
Q-
|
U
B
O

SEIRO EPSON CORPORATION 17

: Epson iaunched,the LP-9000C _and
“LP-7000C seriesof Offirio color, .

laser printers in Japan. These prod- -
ucts are powered by an engine

independently developed and

mahofactured by Epson that has

) made'them the ‘most compact, -

Iightweight‘lahd‘f;astest products in
their c!aée.-'Ruhhihg costs for mono-
ch'rorhe pri_hting are also on a'par
with‘rhonochr'ome laser printers r
Wlth these products, Epson has

‘given ofhces still using mono-v
' chrome prmters the excuse they

needto embrace color. In the years

'ahead Epson will continue to drive

demand for the. switch from drab

monochrome to vivid color.
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Strategies for LCD Prejector Busines

e
. L Vmgg::;’;d‘uct Epson has reahzed h-gh
4 urmnance and high’ resolution at an afford 2
o
Substan’ual growth is predzcted in the upcommg years for LCD prOJectors
mcludmg busmess prOJectors home pro;ectors and. pro;ectson systems for
large-screen LCD projection televisions. By zeroing in on these three markets,
® Epson seeks 16 extend its reach in the market for. dlgltal entertamment
“Expansion in R(;gi ness, Pf"i@é‘fc}"& the business projecﬁon market by-
Many small- and med|um sized offermg competmve product: :
. | ‘ | busmesses schools and other g -prices: W|th in-house production
) SR e orgamzatlons stxll use outmoded, capabilities for high- temperature‘ '
T L Coae polysmcon TFT LCD panels a key
overhead prOJectors Replace- »
ment of these s expected 0 dewce and’ other optical compo-
fuel Vannual unit volume.. nents, E.pson hé? mdustry-leedmg
growth of more than production tecl’tnology and en R%D_
20% for business .istructu‘re tl'tat W‘ﬁ_“ furtherdmﬁogmsh
® projectors. it from competitors. Epson is also

Because ‘of
v‘ this, Epson
is planning -
to:expand’

shifting production to China and
enacting other initiatives in pursuit

of even lower production costs.



. ECD Projection Wheﬁ‘ffeé:mg
New \ v'ay‘* o Enjoy Visal Content

‘ Taking advantage of its storehou‘se
of projection technology, Epson is

rstnmulatlng demand in the home’

with LCD prolectors and LCD pro-

jection televisions. Amid the rapld”
'shlft to dlgltal and hagh definition’
formatsmTVbroadcasts DVDs and. ‘
v_other wsual content Epson offered

a new way of en] joying video and
3 visualimages by launching an LCD
projection TV, called ”L'if/ingst’etion,‘”
in the U.S. market in March 2004.

(Sales in Japan beganin May 2004))

Watching television on & large
screen is not the only attraction of
Livingstation. One of the product’s

biggest selling points is connectivity, -

proj tor- thatanyone can

¥ oncept b hrnd thrs new prod

enablrng users to connect ‘DVD
“players, photo viewers and an array
‘of other input devices. As thetrend

toward d|g|t|zat|on contunues Epson

is seeklng to clearly posmon thls _
product as a dlsplay devxce for a’
" variety of d[g|t‘al contentv in the -
" home. By'sp_brring the eyolution.of
' Livings't'ation and its successors into
‘whatit calls “Information Stations,”
Epson hépes to further dcstmgurshs‘
lllts presence in the rnarket L

Home Projectors That B"mg

&

"iom 2 Tncu o

r o Life

pREES

v Hor_ne projectors are another strate-

gic product Epsonis using to open
up the home market In Japan, Epson
launched a new home pro;ector

‘Dreamio, in September 2003, that .

allows users to fully expenence the

'po_wer of h|gh -vision video and
- other high-resolution visual content,

To help get the word out about

‘ home prOJECtOFS and populanze

" their use going forward, we will

work with' retail outlets to set up
model rooms and other spaces

‘where consumers can expenence

~firsthand the compelhng power of

‘home pro;ectron T

SON CORPORATION 19



20 SEO £PY

PORATION

With a full lineup o’f"pro'ducts "‘from'h'igh érade acti've col.‘or LCD mo’dules to color
STN.LCD modules, Epson is busy beefmg up its presence in mobile dfsp!ays as
“the world s preemlnent manufacturer of smaH— and medxum sized color LCDs

Enhancmg Produr'twlty in Ac‘nvo
‘ Coior Displays

The Crystal Fme series is currentlyv‘
Epson s mamstay product in MD-,
TFD-type active color LCD modules :
4_Epson is bunldmg a sohd market

‘posmon for these modules which,
in addition to hlgh lmage quality
a'vailable only from Ebson, feature
low-power consumption and a
compact design, for high marks in
cos"c.performance‘ Atthe Toyoshina

MID-TERM MA

(Years ending March 31)

{million unitsy F2nel demand

600 End-user demand

S00

400

300

200

RKET TRENDS IN MOBILE

“Plant, E“p:son is makjing capital

mvestments to accommodate new .

MD -TFD technology and to cope

. with mcreased demand gomg for-
ward by boostlng producthty for. -
h|gh-performance active color LCDs.

‘With TFD modules considered to

be the Iargest market for act:ve

Epson is hard at work enhancing its
- production capacity and broadenlng '

its lineupin thlS category

PHONES .

M| BwW

3 Active high end

3 Active volume zone
FICSTN

Source: Based on data compiled by the Company.

Note: Subpanels not included.

- Augmenting Back-end Processing
' asa Source of Competitiveness -
Th'e shift toWards color h‘andse'ts in

_‘the global mobu!e phone market

represents an enormous business

opportumty for Epson Because

'or_ders for ‘mobilé phones can -
- wildly vary, achieving an appropri-

v color displays at ~th.e MOMENt, . ate balance in inventory is the key

to generating profits. Manufacturers

‘ must therefore devise production
.__systems capable of flexibly

respondmg to customer demands

while keeping the smallest possubie
'Vstock of products on hand. And B



ba“ck-e,vr&d‘vp‘_roces:s_«'hg systems are’
especially vital to such capabilities. -

Epson has decid‘e‘d to establish‘ a
back-end processing site in the

' Philippines to augment its process--

' ing, capacuty and m|t|gate the
' potentlal r|sks of concentratmg all

such processmg at itsplant in -
Suzhou China. These actlons will

give Epson a framework for’ meet—

ing in a timely fashlon the growing
demands from”. major global.

» Acllents_for color LCD modules.

Busmnss 4ntogr ation With
SANYO Electric Co., Ltd

Epson believes that estabhshmg _

“a future framework for the mass
productlon of low temperature

p0|y5|l|con TFTs will be crucual as -

EpSOm S Target ing t%e Top

Spot in

Mobile D:sp%ay

Color STN LCD modules :

volurnes increase for high-resolution

_ displays exceeding.200. dpi. On
‘May'6, 2004, ‘Epst_r.) reached a basic
* agreement with SANYO Electric.
Co, Ltd. to merge their respective
LCD businesses to form an Epson
subsidiary, SANYO EPSON IMAG-
ING DEVICES CORPORATION on :
‘ Oc‘cober 1 2004 Based on results‘
of the two companies in 2003, the -
‘new company wo_u!dAhaye had a . -
*28% share in LCDs for c'ovloAr' mobile

phones, a 28% share in LCDs for

*digital cameras, and a 36%share in

LCDs forj‘eléctronic viewfinders

(EVF), making SANYO EPSON .
~ IMAGING DEVICES the fourth larg-
_elét manufacturer. in the world in

" terms of sales for the entire LCD

industry, including large-screen LCDs.

SEIKC EPSON CO

- By brivnging together the core
competencies of the two founding-

companies in technologies for com-
pactness, highervresolution higher

: defmmon and mass producﬁon
Epson and SANYO WI|| pursue syn-
* ergies that will lead to the supply of

high-performance LCDs with out-

standin'g"cost performance, as Ep'son

.aims to.become the world's pre-.

eminent manufacturer of small- and

medium-sized color LCDs.

ORATHON 21



R&D and Patent Strategies
:  R&D ORGANIZATION

« RESEARCH AND DEVELOPMENT DIVISIONS OF THE CORPORATE HEADQUARTERS

RT¢ LIVISION Patent applications, establishment of issued patents

Advanced R&D {themes aimed at creating an advantage for Epson in
the medium-to-long term) and R&D support for operating segments

25 (U.S., UK, Spain)

\ EROJELT Ferroelectric Random Access Memaory (FeRAM) Incubation Project

Development of products and devices, breakdown and analysis
of production processes.

ITER Product-relsted planning, surveys, product design and packaging design

Development of OLED material and process component technologies and next-genaration
I displays taking advantage of the features of LTPS (low-temperature polysiicon TFTs)

5% Development and innovation of production technology

* RESEARCH AND DESIGN ORGANIZATIONS OF OPERATIONS DIVISIONS

Development of new products, R&D for the enhancement of product functions and performance and
development of production technologies

* EPSON SOFTWARE DEVELOPMENT LABORATORY, INC.
Development of pre-installed product software

Epson is lmplementrng a unrque R&D program by anticipating future developments.
The Company is creatmg new business domains and the next-generation of core
| technologres realrzmg its‘goal of ! Drgltal Image Innovation” by fusing core

technologues as rt strengthens and expands exnstrng busrnesses

R&D Coots L

ln the frscal year ended March 31

2004 R&D ‘costs mcreased ¥4 7

a ‘costs to net sales was 6. 4% down -
vO T of a percentage pomt from the

" ‘prevrous year

~ billion,’ ‘or 5.5%, year. 'on year, tor -

- R&D costs, consrsted mamly of‘

Y90, 5 b||||on The ratio of R&D. :,'_expend|tures of ¥41 2 brllron in

EPSON'S DEVELOPMENT VISION

i1

Prrnto:s

r'().](.j!'\(.j [s14] QJ,.)"’(

o
.;{"5
H

Core devrces :

A H

" Development of
original core devices
that strongly support

Lx,

the distinctiveness of
i1, 2 and i3 products.

: Informatlon Related Equment o
- ¥16.0, billion i Electronic Devices;
~“and¥1.7 billion in Precrsmn Products
An. addmonal ¥31.5 b||||on wasv
:_spent in other busrness areas and =

for Epson.on the corporate Ievel

These expendltures were largelyfor :
next generatlon core technologres
dlsplays semmonductors and.

}-other technologres for develop-

ment over the med_|um and long
term Going forward, Epson intends |
to maintain’ R&D costs at roughly

6% of net sales '

Pathfinder-srty_le R&D Programs‘

Epson’sz course as set forth inits SEQ7.
business strategy over the medium.
to long term is summed up in the
phrase "Digital image Innovation.” To_
achieve this, Epson is focused on -
developing captivating products in
theil,i2, and i3fields, as well as robust
development:in the so-called: “i0"
field of device-technol'ogy that under-
pirs finished prodoct_s and which



‘sets Epson apart The corporate )
_Head Office conducts major R&D'

in the 3i busrness areas, while sup-

porting the efforts of busmess units -
in developrng products and tech-‘

nology wrthm three years pursuant

to the mid- range busmess plan:To . .
retain R&D superlorrty over the |ong ’
term, Epson. |mplements an R&D' ‘

_program builtona platform of core

technologrcal strengths that strives -
to antropate future developmente‘ .

"R&D Structure for Encouragmg
Organrzatronal Synergies

- Research and development‘diyi- '

sions at the corporate Head Office

and the operations divisions form the

nucleus of Epson’s R&D structure, -

an arrangement that heightens inter-

organizational synergies and accel- -

erates R&D speed. Under its policy
of optimiz_ing'R'&D'loca‘tions_, Epson
has three overseas R&D sites in its
global R&D mfrastructure Epson
. Research and Development Inc.in
San Jose, Calrforma, U.S.-A.,» which

“researches image processing and.

next-generation semlconductor

technologies; Cambrldge Research

Laboratory of Epson in Cambridge,
U.K., which researches fundamental

'RESIN COATING

Ordinary pigment-based ink

_Unencapsulated colorant particles of
nonuniform sizes and shapes cause
: diffuse reflection

' mat’erials‘,: and the Barcelona R&D -

Laboratory in Spain, which was estab-

“lished n July 2003. Once R8O themes
reach a certaln stage, greaterwe|ght
" is given to their business potentral |
If raprd commercialization s deemedv

viable, then eligible R&D themes

~are propeHed to the next stage via
a busrness mcubatlon prOJect under _
the direct control of the corporate_
. Head Ofﬁce An NV (non volatrle:-f ‘
vmemory) prolect was also estab-,v
lished during the fiscal year ended' E

March 31, 2004

DYE-BASED INKS

*» Single molecules with well-defined chemical

SEIRO EPSON CORPORATION 23
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Epson’s pigment-based ink
DiHfuse reflection is controlled
by applying a resin coating

Development of Highly Durable Ink

Epson began mass production of both
pig"rn:evnt and 'dy_e-ba‘sed var‘chi_val—
quaility -inks that dramatically
improve the storage stability of
prints by bolstering resistance to light -
ahd ozone. These inks enable the
printing of vibrant, high-resolution
color photographs ‘ ‘
For pigment- -based inks, Epson' ‘
overcame initial technical hurdles
by makiné each ink particle uniform ‘

‘on the smallest possible level and
. by drspersrng them uniformly

throughout an agueous solution.
Each pigment particle is coated

‘with a transparent resin. The result -

is a stable ink with outstanding color
expression, and a core technology
for Epson’s Photo Strategy.

PIGMENT-BASED INKS

structures Charac- * Molecules tend to aggregate
2 X - Insoluble in solution
* Soluble in solutions teristics | .
« 1-2 nm in particles v 50-200 nm particles
» Clear, vivid color Strong * Not easily broken down by light
» Water and alcohol soluble ooints " Good water and light resistance
S

» Good uniformity, excellent color

« Limited density
« Subjectto fading
*» Subject to bleeding

Because it is dissolved in water, ink tends to
soak into paper.

points

» Does not run easily

Waeak « Easily clogs printer head nozzles

« Difficult to achieve glossy finish

Because the particles remain insoluble in
water, the ink holds fast to the paper surface.

*These weaknesses are overcome by Epson's DURABright archival inks, which enable vrbrant, photo-quality prints.



Test Productlon of Large Screen
Dzsplays Usmg Organic.
“Light- Emrttmg onde {OLED)
Technoiogy

Epson has ’ap_pl'{'e:d its proprietary
inkjet technology to 'succes'sfuliy

develop the world's f|rst prototype
40-inch full-color OLED Applymg

its dlstmctuve |nkJet technology to _':-‘
overcome this hurdle, Epson devel-
oped an inkjet process for formmg i
orgamc layers that accommodates 2
!arge TFT substrates Epson devel- ‘

opeda prototype 40-inch full-color
OLED, the world's Iargest'

OLEDs are derived from orgamc '
mater»als that emit Iught when an

.el‘ectrlc curr_ent is passed’ through
 them. Because of the superior advan-
‘tages offered in terms of visibility,

such as high contrast, wide viewing
angles, and fast response times, as

‘well as the possibi'li‘ty‘ of thinner and

: Inghter we:ght screens, atten‘uon‘

has focused on OLEDs as the next

FEATURES OF EPSON OLED Dt‘:SP_LA‘YS

cation by ’v‘ratrrral

'These are the different types of OLED matena!s Readlly soluble-
- polymers canbe used to pattern substrates using an inkjet process.

cation by Driving Schems’

fi

outstandmg performance

By Fi Im Fur"‘ahc n

These are the different film formation methods for OLED materlats
The advantages over the vapor deposition methed in terms of larger.
screens and higher definition make the inkjet method wable fora-

wrde range of apphcatlons

By Market

. the followmg advantages

in OLEDs, the expression of each pixelis controlled by the flow of
electric current. These are the various types of control methods.
_ Epson is now utilizing low-temperature polysnllcon TFTs for their

Fitm formation using inkjet technalogy E

generatlon in ﬂat panel dlsplays
Partlcularly in the case of high poly-‘ 3
mer orgamc materlals using inkjet

‘technology for fnlm formanon offers

S e ngh prec:ston patternmg neces- ‘:
' ~sary for hlgh defmltlon d|sp|ays o

. ngh throughput ﬂlm formation . :k

. An envuronmentally frlendly process )
with wrtua!!y no wasted materrals ;

and:--‘

a Relatwe ease in producmg Iarge'

dlsplay pane[s

Passive matnx

. . Organic: Lfgh&Em&ﬁ@ Dlode(OLED)DIspla

Prototype AO-fnch OLED display

By esfablishih‘g 3 prodoction pro-
cess 'co'rﬁpatib!‘e‘ with.large 'sub-

'strates Epson has paved the way
‘not only for the emergence oflarge‘ .
~OLEDs, but also for Iowerlng costs‘
' for small- and medtum sized dasplays
: 'by enablmg multiple dlsplays tobe
‘cutfroma sihgle large TFT substrate.

Epson is pursuing deveiopment of.

these displays, ideal' for ‘applivca-j'
'~ _tions from mobilé'phones to TVs, -

with the goal of commercrallzatxon
in, 2007

Printing, et




Other Rer.ent R&D Achlevements

g!egln SiTF

] nql P : mg
Epson is Ué,ing TFT. microfabrication

techniques to develop technology for

substantrally |mprovmg TFT pen‘ormance

'By rncreasmg the szze of silicon crystal’
© grains, Epson has achieved mobllrty of -
500 cm?¥/v. sec This accomphshment .

means that Tl-_l's are no Ionger simply

apphcable to displays but also hold’
promise for & wide rarige of other ap-.'

pllcatlons mcludrng use in’ memorles

ancl semrconductors

. mlf eT wiring -
Epson is involved in R&D with the aim
of achieving a harmonious bala'ncé ofits

: busmess activities with the natural envi-

ronment. One aspect of this fesearch has ‘
focused on applymg inkjets to the task

of metal wiring, or interconnects. This

techmque could revolutromze productron ‘
technology notonly by sharply reducing
productron costs but by spurrlng dra- 3

" matic lmprovement in the efﬂctent use
‘of materials: - )

e Dra'ﬂ’mo ‘Em’&' oscl

it ""l’."?\;r"llﬂ,.)

Clnits purswt of micromechatronics

technology, Epson has déveloped a
h|gh output micropump. Made from
‘plezoelectrrc elements, the power den-
sity of this compact (approx. 1 cm?

pump is rr_lore than 10 times that of con-

ventional models per-unit volume: Going

forward Epson ‘eXpects to see this

mlcropump prommently used ina number~

of appllcatrons

Epson developed one, of the- world S,

: most compact diamond surface acoustlc

. wave (SAW) oscillators, featunng mini-
- mal noise, high- speed buildup, and low

power consumption. The performance
of these oscillators has earned: high

marks from automobile manufacturers,

- with use in onboard automotive appli-

cations, and wireless modules antici-

pated in the commg years.

SIKG

‘

o VOSEL

Epsonis engagedin R&D_foropticalmicr‘o-
tranécei\)ers The bulk of this research is
centered on the Vertrcal Cavity Surface »
Emlttlng Laser (VCSEL) asurface-emitting l
laser useable as a short-range optical com-
munications device that Epson anticipates

will generate substantial demand.

Participation in tha NEDO Frojact

Epson, to ‘establish core,technologieé_ :

for producing TFTs through ultra low:
energll and ultra low-cost processes, is
taking part in Japan's New Energy and
Industrial. Technology Deve_lopment:
Orgarlizatlon (NEDO) Project. Epson.

“and other cooperative partners on the

preject are involved in joint research into

" the developrﬁent of technology for using

liguid raw materlals in the production of~ )
er\con transrstors

RATION 25
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Respect for ihtellectUal'property, both its own‘and that of other companies, is.
deeply mgramed in the" mmdset and corporate behavior of the. Epson Group.
Under-a productlwty driven system for managing mtellectual propertles Epson is
-'formmg a robust patent portfollo as busmess units submrt patent applrcatlons to

busmess opportumtres by Ieveragmg thrs |mpressrve portfollo

'AVWorlc‘iwide A’p'proachlto Patents
o To protect its global busrness inter-.

ests, Epson strategrcally flles patent'_v‘
apphcatrons and estabhshes strongly -

enforceable intellectual propertres
on a worIdW|de baS|s, not just in

Japan._and the Umted States. To-
enhance and expedite the approval -
‘ process in the pateht office, Epson_‘

l grves regular presentatlons onjts coret

' technologles for patent examrners
in each appllcable country.

. ngorous Patent Management
Encompassmg Affiliates

In Aprrl 2001 Epson dratted a

regulatron for managing patents

~within. Se|l<o Epson Corporatlon -

and created 2 system for consoli-

dating patent app_licati_ons' filed by -

Epson affiliates worldwide. This

regulation prowdes for-Epson a

worldwrde patent reward program.

Throuah. this proaram. applicable

_to rdeas tor busmess models at -
* sales companies as- much as 1o l”Vem‘O”S
technology, Epson is provrdrng the

‘ incentive to mot|vate those W|th :
E come forward

Epson s lntellectual Property Style

Epson s "Dolphm" (or Double_,
Leading Patents by Promotrng Hrgh o

Qualrty Innovat|ons) program is a

dlstrngurshlng feature: of Epson’s
‘patent’ actlvrtres By’ orgamzmg
development desrgners wrth a

wealth of frontlrne experience to

. tackle maJor research themes con--
: ductmg patent searches analyzmg :
- patents from other ¢ companies and
‘ ekpl_oring new inve_ntionfs‘or dratting

~new applications, Epson can submit -

focused patent'applications at the

earhest stages of R&D. This process. -

can help to steer the d|rect|on in

- which a'given R&D topic is headed.

Reward System for Workplace

. 4-|.-oday, the numper of ehnp‘loyee-

_:_.: instigated lawsuits over compensa: |
potentlally profltable rdeas to o .

tion’ for transferring the rights to.

in'ventions‘ made in the workplace
s rrsmg Epson considers its reward
K system for workplace inventions to
- be among the best in the industry.
In light of recent court decisions,
v“howevv'er,v Epson cannot rule dutthe
risk of possiblé li‘tigatilon on this

front. 'As & precaution' Epson is

mcreasmgtransparencyrnthns area
by opemng channels for input on its .
- reward system and establlshmg a
committee for delrberatmg theissue
:ofrnventlons inthe workplace At the -

same tlme Epsonis altenng its reward
system as needed in response to
legal trends in this area,
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RANKING BY NUMBER OF PUBLISHED PATENT APPLICATIONS IN JAPAN

2001

2002

Matsushita Electric Industrial Co., Ltd, 13,487 Matsushita Electric Industrial Co., Ltd. 14,153

Canon Inc.

TOSHIBA CORPORATION

- Sony Corporation

Hitachi, Ltd.

Mitsubishi Electric Corporation
NEC Corporation

Ricoh Company, Ltd.

FUJI PHOTO FILM CO,, LTD.

SANYO Electric Co., Ltd.
SHARP CORPORATION
Matsushita Electric Works, Ltd.

FUJITSU LIMITED

DENSO CORPORATION

9,421
7.414
7,402

7,256

5918

5,847
5,146

4,370

4,195

3,802

2,939
2,884

2618

Canon Inc.
Sony Corporation

Ricoh Company, Ltd.

TOSHIBA CORPORATION

Hitachi, Ltd.
Mitsubishi Electric Corporation

FUJI PHOTO FILM CO., LTD.

NEC Corporation

SHARP CORPORATION
SANYO Electric Co., Ltd.
" DENSO CORPORATION

FUJITSU LIMITED

9,567
7,737
7,690
7,582

6,787

6,339 -

4,693

4,577
4,484
3913

3,476

2,866

 MITSUBISHI HEAVY INDUSTRIES, LTD. 2,800

SEIKO EPSON CORPORATION

2003

Matsushita Electric Industrial Co., Ltd. 13,182

CanonInc. 10,360
Sony Corporation 6838
TOSHIBA CORPORATION 6436
Ricoh Company, Ltd. 6,292
Mitsubishi Electric Corporation 6,282
Hitachi, Ltd. 6,158 .

FUJIPHOTO FILM CO,, LTD.

L Source: Epsan;.éombiled from data releésed by the Japan P‘atent Office. Shared patents are squally divided. 'lhcludes' both pL.Jb.lished and republished patents. '

© U.S. ISSUED PATENTS/PATENT APPLICATIONS IN KOREA AND CHINA (2003)

w W

w N

9
10
11
12
13
14
15
16
17
18
19
20

| SEIKG EPSON.CORPORATION

United States
IBM Corporation
Canen Inc.
Hitachi, Ltd.

Matsushita Electric Industrial
Co., Ltd.

Hewlett-Packard Development
Company, LP.

Micron Technology, Inc.

intel Corporation

Koninklijke Philips Electronics NV,
.Sony Co?pcration )
FUJITSU LIMITED

Samsung Electronics Co., Lid.
Mitsubishi Electric Corporation
TOSHIBA CORPORATICN
NEC Cc;rpcrétion

General Electric Company
Advanced Micro Devices, Inc.

FUJI PHOTO FILM CO,, LTD.

Texas Instruments Incorporated

Robert Bosch GmbH

EE S§uvce: IFt Claims

3439
1,997 .

1,906
1,821

1,763
1,708
1,595
1,355

1,354 -

1,338
1316
1,265
1,217
1,198

——

) Korez
1 Koninklijke Philips Electronics NV.

Matsushita Electric (ndustrial
Co., Ltd.

Sony Corporation

IBM Corporation

Mitsubishi Electric Corporation
SANYO Electric Co., Ltd.
TOSHIBA CORPORATION
Canon Inc.

Hitachi, Ltd.

O O 0 N O U P N

Source: Korean Intellectual Property Office

1,139 -
908
809

771
758

EPSON CORPORATION

745

631

429
403
393
372
328
325
318

SHARP CORPORATION 4,079
SANYO Electric Co., Ltd. 3,604
FUJITSU UMITED 3,600 4
DENSO CORPORATION 3,215
MITSUBISHI HEAVY INDUSTRIES, LTD. 3,086
NEC Corporation 2,948
China
1 Matsushita Electric industrial
Co., Ltd. 1,817

2 Samsung Electronics Co., Ltd. 1,560

3 CanonInc. 820

E B SEIKO EPSON CORPORATION. - &

5 LG Electronics Inc. 624

6 TOSHIBA CORPORATION 583

7 18M Corporation 581

B Sony Corporation 560

9 Mitsubishi Eiectric Corporation 556 .
10 541

SANYOQ Electric Co., Ltd.

. Source: State Intellectua! Property Office of the People's

Republic of China -
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Implementing Trustworthy Management

Epson S basrc stance on corporate governance ] encapsuiated in its commrtment
to maintaining and sustarnrng Trustworthy Management Epson achleves this by
reinforcing functrons for checking management's activities and corporate ethical -
comp]rance $o as to ensure hrghly transparent and sound rnanagernent in the
eyes of its customers, shareholders empioyees and other stakeholders. This goes
hand rn hand thh Epson s ongorng pursurt of enterprrse value enhancement

" Corporate

AppropriatejGo\'/ernante :
~Framework Attuned to Epson 5
' Busmess Model

" Epson uses the statutory auditor
systern. Atthe core ofthis system are

t Go ernan'ce ey five statutory auditors. In a drive to.

:_‘ further he|ghten the mdependence.
e ofaudrts andi increase transparency o
a ,thlrd._externa! audrtor was added "
"t the statutory auditors following -
the General S‘harehoiqersf Meeting
in June: 2004. All a’u}dito'r_s, attend

MANAGEMENT STRUCTURE AT THE COMPANY each of the 'sta"tu'tory auditors’

AUDITS

SHAREHOLDERS'
MEETING

}

—

BOARD OF
DIRECTORS

GLOBAL MANAGEMENT REPRESENTATIVE
DISCUSSIONS DIRECTORS

monthly meetings, as well as other

oN, meetings such s Board of Dlrectors :
the Management Delrberatrve
Committee, that are vntaltobusrness,
execution. Statutory audltors are
thus in a position to conduct their
audits with the same level of.infor-
mation as directors. In?contrast_'to

- NOMINATING COMMITTEE the organizational separation of

L COMPENSATION COMMITTEE

DELIBERATIONS

MANAGEMENT.

BUSINESS UNIT
DIRECTORS

e CAP!TAL INVESTMENT DEUBERATIVE COMMH'I'EE‘

__ TRUSTBASED: MANAGEMENT (CSR).-
PROMOTION COMMITTEE -




business execution and management

oversight common to the “Company -

with Committees” governance frame-

work, Epson vests monitoring func:

tionsin the Board of Dlrectors which

s underpmned by the statutory audi-

tors. Epson'’s stance is that this system

. whereby dtrectors are respon5|b1e'

for ,busmess executlo_n, is optimal

'folr.mcjn_i_to_r‘i_ng fvonctions inlight of .

the ourrent‘configutation obeps'on‘s .

busuness operatlons The same rea-

sonmg prompted the dec15|on to-
forego the apponntment of external_'
i durectors to the board. ‘

Wlth this stance |n mlnd Epson is
apponntlng suxtably qualnﬁed directors
W|th the ab|l|ty to concurrently per-: E

form both busnness execution and

'management over5|ght roles, and is

: co'mmit'tee's conduct extensive

delxberataons in each respectlve

area,. u|t|mately presentmg their .
conclusions for consideration by
. the Board of Directors.” -

Epson also-has an internal com--

pliance'system in place that is

;de5|gned 10 prevent any potentlal‘

Iegai or |nterna| regutatory viola-

tions atits operatlonal divisions:
dunng the course.of. business ;
} ‘exe‘cotion, Epson’s Auditing Office,

under the direct control of the

- president, regularly audits the
‘operations of bu"‘siness units' and

Epson subsidiaries, reporting  its

, findings directly to the president.

b(oadennngtheJun‘sd:ctlonaIvscope.,' oo

_ of the Board of Directors, as it main-

tains a governance structure backed .-

by the statutory auditors. While

'strengthenung the operatton of this
structure, the search foran optlmlzed
governance structure will remain an
ongoing issue for the consideration
of management L

Epson is alsoi increasing transpar-
encyin the appomtment of directors
‘and the|r remuneratlon Two com-

mittees speoﬁcally responsible for

N explorung these issues were put in

place in the fiscal year ended March

2004. The Nominating Committee
7 is responsible for setting nomina-
“tion c_ritena an_dvtbevselection of
candidates. The Compensation
Committee is charged with defining
the parameters of the remuneration
system and drafting policies govern-
ing directors’ remuneration. These
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Compliance

‘ "No Hcdmg," ”No Tricks;” and

o Report Bad News Ouzckly" '
‘Epson s Mantras for Mamtainmg
a Sound Corporate Culture’

Epson views comphance asa me_ans
of preventing one of the risks that -
corporations face: management
risk. In contrast to external risk
factors 'sgch as accidents, natural
disasters, or social problems, the
management risk Epson»addresse:s

RISK MANAGEMENT SYSTEM SUPERVISED BY
THE PRESIDENT AND THE FLOW OF INFORMATION

A N

T )

.HAIRED BY:

PRESIDENTS OF AFFILIATE
oM ANIES)

e ae

OCCURRENCE OF RISK
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activities are determmed by the

-~
A
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concerns risks directly associated .
with its corporate activities; in other' ;
words, risks stemming from the .

actions of Epson employees.

To head off risks -emerging from‘ .

corporate activities, Epson has

appounted adirectorwho s réspon-"

sible for compliance and has estab-
lished a structure ‘for promotin'g

comphance Major pounts of th|s

framework mclude

*ACompllance Management Com-,
mittee for building and maintain- .

ing Epson’s compliance structure’
ng . ) L

‘.A Le'g‘aI' Compliance'v‘Pvromotion v
- Office responsible for operating the
‘internal Compliance Hotline for -

reporting compliance issues -

eln- house complnance trammg,:
_including a Code of Conduct

manual and Web based semmars

_ When it comes to comphance, ;
Epson is aware. that no framework
alone is. enough since corporate .

thoughts and actions of employees

For this’ reason “No H|d|ng “ “Noﬁ"

Tricks,” and 'Report Bad News

Quicklyf' ‘are mantras for Epson's:

senior management as they_ strive
daily to maintain the Company's
sound corporate culture.

For Epson compllance of this kind
is the cornerstone “of its ap_proach

to corporate governance.

Risk Management Supervxsed by

To re'maln trie to |t5'management
ph|losophy asa company "trusted

ognnzes that creating a framework

! that could senously Jeopardrze opera-
"tlons is a priority for management To
g .thrs end Epson has constructed a

_G_roup-wtde cnsxs management

_ vthe President to F’revent Cnses o
and lelt Damage

' throughout the world Epson rec-

for preventmg and addressmg cnses‘

'RISKS MANAGED BY EPSON

structure capable of swiftly respond- '
ing to changes inits business
makeup and operating environ-
ment. This structure enables Epson
to head off potential crises or to mini- -
mize the eﬁect in the event of one.

The following policies guide
Epson’s actions'concerning risk. To

prevent crises, Epson works to (1)
anticipate changes by reviewing its
‘corporateformation to ensure optimal’

flexib}ilgity';' and (2) tasks each corpo- ..

rate division to 'devise “peacetime '

measures” for dealing with potential
crises. When a crisis arises, Epson

moves to (1) tacklecrises wnth com- .

prehenstve capabllmes beyond that
of the normal corporate hlerarchy,' '
and (2) assume full responsrblhty as
befits a good corporate cnt:zen
dlsregardlng corporate egotlsrn
Epson s risk management struc-

ture |s des:gned to manage crises

with 2 potentlally enormous impact

mﬂ U \u_



on the Group Unrforrn nsk manage-g

'ment is then enacted by each orga-

nrzatron across the Group Should: .
~ acrisis oceur, Epson aims to marshal ‘
its comprehensrve capabrlutles to ;
swnftly meet the cr15|s head -onin an .
: approprlate manner wh|le ensunng :

“that its posture rernalns flexnble vis-.

3-vis external changes To ensure that
mformatron regardrng 5|gnn‘|cant risks

ls reported drrectly to the presrdent D

_Epson has'a CI’ISIS Management

Commrttee composed ofseparate
sub-com.mlttees re__sponsrble for rlsk»_‘ :
' m'an'a'g‘eme'nt'fo‘r each' Business’
- ‘unit, thatis chalred by the company1 _
: presrdent Epson has formulated a
Crisis Management Program that ‘
clarifies defrnrtrons for seven types‘_ :

: ofcnses (leakage ofsensnwemforma- -

" tion, damage from drsasters country

nsk cnme agaunst cornpany, com--

puter system crashes product liabil-
ity, and qualrty mdlcents) as well as
the risk management organrzatlon

) roles, preventatrve measures, and'
response for each cr|5|s situation, .

This . program has been complled
into a comprehenswe ‘brochure

dlstrrbuted Group w1de to pro-'
mote anin- depth awareness of crisis

management For stakeholders”

Epson utilizes IR and PR activities

to p'roactively‘disclo}s‘e‘facts' ina:

timely manner regarding the status
of risk management.

- Encouragrng Stakeholder

Understandmg Through Fair and
Tlmely ltformatron Drsclosure

In the spmt of falr d|sclosure, Epson Y
: »meets its obllgatron to explain its’ standlng of the Company among’

) actrvmes to investors and other.

.ment to trmely, accurate drsclosure‘
of corporate rnformatron

"To thrs end, Epson has estab-.
lished an lnvestor Relatlons Dept-

; sure As weII as- dally corporate

department is also charged with the
“swift announcement of quarterly:-
- financial results ensunng a range
- of disclosure, organrzmg business
:presentatlons and -operating
Epson s websrte Through these -
“actions, the Investor Relatrons:..
h _Dept strlves to fosteran up-to- date":
“and accurate understandmg of
Epson s corporate posrtron _
' Disclosures from Epson mclude_"'
: mandatory dlsclosures such as
_ earnings and secuntres reports as’
" well as annual reports business
reports, slides from presentations of
financial results and other voluntary

disclosures. At earnings presenta- .-

SEIKO EPSON CORPORATH

tions, Epson adequately explains

" business results and forecasts, and
" the policies and nature of its business.
‘actlvmes To foster greater under-

: stakeholders and with the goal of .
- stakeholders throtigh. a Commit. - ensuring. that the value of Epson -

"j;stock is accurately reflected in the-
N market earnungs presentations are.

- held each busrness perlod for the' l
»beneﬂt of analysts and investors.
: ‘spemalzzrng in mformatron ClISClO- ‘ Epson also sponsors presentatlons 3

'regardmg its business activities as

ﬁcommunlcatlons activities,. the “: the need arises. In September2003

Epson held a busrness presentation

' concernsng its ‘core. Iﬂl(jet printer.
‘operations, followed in December
.. by an environmental management
presentation to promote understand-
~ing of Epson’s environmental l‘nitia-' a
txves And in March, Epson offered a

presentatlon on its new mid- range
busrness plan ST ‘

In addmon Epson has also sim- .
pllfl_ed access to its disclosuresand

presentation materials by ‘posting.. -
~ them on its corporate website.-
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ON CORPORATION

‘Epson has formulated an g
Environmental Phrlosophy that
complements its Management
‘ Phllosophy and -engages in. envi-
ronmental management vnewxng

harmony with the envrronment as

8 pnonty management toplc .

‘ ‘prson conducts env1ronmenta|

Vmanagement at the parent com-'
pany and the entlre Epson Group )

. ronmental phrlosophy "Epson ful-

corporate cmzen through proactlve.

lnltlatlves for enwronmental protec-

tlon based on hrgh goals in’the..

pursurt of env:ronmentally harmo-

nious corporate actlvmes Specrflc
' envnronmental polrcres mclude

e Creatlon and prowswn ofenvrron-‘

mentally fnendly products

. lnnovatlon and construct|on of all
" business processes to minimize
Epson’s environmental footprint

» Collection andrécycling of end-of- -

life products :
* Publication of information forand
ontrlbutrons to local and global
somety :
.9 Ongoing lmprovement of Epson'’s
environmental management system

‘ Three policies‘ for Epson in the

areaof products aré energy savmg,;
nrde5|gn resource conservation, and .
-the el|m|nat|on ofharmful substances. -
_-.These polaoes gwde product devel-
. opment’ by settlng envuronmentali
£ ObjeCl.'lVES that must be met for Epson
" products from the productplanmng,',f:dard for 100%, recycling of waste
stage. Epson is also enhancingand’ . s
‘. extending its system for. collectmg
K underplnned by the following envi- - and recycllng end- of-life products |
. ateach ofits. bases worldwide.
fills its social oblrgatlons asagood -

‘ t|on processes Epson is determlned.A

to achleve its target of. reducmg

total energy consumptron by fiscal ..
2010 by 60% compared with the fis-
cal 1997 level. Alon95|de efforts to‘;
_ lrecycle waste generated dunng the“
course of business, Epsoni is seekmg '

in’its’ activities both to reduce the

" total volume of emrssmns ‘and .
’ ‘waste and to ramp up conversnon-‘
back into useable resources Wrth'

srghts set on becomlng a Ieadlng
envuronmental company wherever

it operates, Epson actlvely dlscloses

its enwronmental accomphshments o
and expertrse in dnvmg forward-

. env:ronmental conservation actxvntles'

in partnersl’np with, the reglons

. where it conducts business.

In terms of busmess and produc-‘

Twelvév Overseas :P:roductio_n
“Sites Achieve Zero Emissions
l_evel 1(100% Recyclmg} '

“In the flscal year ended March 31,

2004, 12 of E_pson s productlon sites
outside Japan achieved Zero Emis-
sions Level 1; Epéon'fs"i'n-.house stan-

generated by business activities. By -
the end of the fiscal year, this resulted

in Epson achlevmg its objectives for

comprehensnve meduum term envi-

ronmental |n|t|at|ves drafted in 2001,

- with 28 sites operated by olper'ations

divisions and af'ﬁlrates in'Japan, and all

. 21 overseas busmess sites, achrevrng :

Zero Em|55|ons Level 1 status.

Ep'son Presideht Saburo Kusama
Awarded the 2003 Aklra Inoue
EHS Award '

In December 2003 SEMI (Sermcon- _
ductor Equipment and Materials

" International) named Epson President

Saburo Kusama asthe recipient of the

2003 Akira Inouie Award for Outstand-'
ing Achievement in Environment,
Health"and Safety in the Semicon- - ‘
ductor Industry. Reéipients of this’
award are selected for their contri-
bution to the fields of environment,

health and safety in the semiconduc-



tor.industry. and somety at Iarge

This award acknowledges Epson 5. |

success in manufactunng innovative . Y‘Label

products whlle sumultaneously'
'enhancmg envrronmental conserva-
tiondurlng'”the course ‘of‘its busi- .
ness act|V|t|es Presldent Kusama '5,.‘LlabelmgsystemdewsedbytheJapan‘-j R ) , .
Epson Receives the Minister's
Prize at the 13th Grand Prize for
e g uthe Globalenyironment AWard ~
sv_corporatxon that dlscloses quantl-vA L

.also the frrst Japanese natlonal to - Environmental ManagementAsso-'

recewe thls prestlglous award g o

- tative enwronmental data Epson.

' 'jEpson LCD Pro;ector Fxrst to

Recelve EcoLeaf Env:ronmental

b _‘_.ln February 2004 Epson s LCD pro-.‘-.
‘ 'vJector busmess acqulred certification
under, the' Ecoleaf enwronmentalf" .

fIaatlon for Industry (JEMAI) a publrc

,".was furst to receive thls certlflcatlonf‘ -
in the fueld of LCD prolectors Dunng_
-.j;:,the year Epson released the EMP- '

;»574 and, EMP-54. LCD pro;ectors
.»j: -under the EcoLeaf IabeI |n Japan

The |nl<)et prlnter busmess cert|f|ed

) PX V600 color |nl<Jet prmter under'ﬂ_, :
the EcoLeaf label R

-.‘ .Ep 0N, leen "AA" Enwronmental
: _"_-Ratnng by Tomatsu Evaluatlon

and’ Certlflcat!on Organlzatlon

“AA" environmental ratlng from-
Tormatsu Evaluation and Certnﬂca‘uon :

Organization. This rating was based

OTHER ENVIRONMENT TOPICS

NMay 14, 2003

Epson receives the 4th Environment for Tomorrow Award

sponsored by the Asahi Shimbun.

May 22, 2003

The company provides backing for Shinshu University green-

ing experiments in China.

July 2, 2003

Epson’s Sustainability Report receives honors at Toyo Keizai

Inc.'s 6th Green Reporting Award

August 22, 2003

Epson realizes the semiconductor industry’s first closed cycle

for used hydrofluoric acid

August 25, 2003
substances

Epson launches a program to eliminate the six RoHS Directive

February 26, 2004  The Global Environmental Forum names Epson’s Business
Report as a runner-up in its Environmental Report Awards.
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, on‘the:latest data"‘di‘sclosed by 449 '»

co_mpanie_s tbrough'enyironmental

i 'reports and corporate websites as
.of March 31, 2004. One company

" was rated.’lAAA,’f with Epso,n ari'd‘

three dthers'receiylng "AAY rating_s.

In February 2004 Epson was awarded

the ‘Minister. of Enwronment s Prize

at the 13th Grand Prize for the Global'_ .,

-Envnronment Award sponsored by .
- the Japan lndustrlal Journal.- This :
‘qaward was in recognntlon of Epson 5.
v unlque conceptofscalable minimum k
‘?.:_ in October 2003 released the' v__-fabs Th:s revolutlonaryconceptfor: :
mnovatmg productlon processes i
. fromthe ground up enables current”_'
*'Iarge scalefactones to be converted'..
lnto compact varretles Through thls :
‘7_‘:convers|on Epson proposes to"“ ‘

sharply lower its total energy con-

In March 2004, Epson recelved an‘ sumptxon mﬂscal ZOlOb)’ reducmg :
- COzemissions on a global ‘consoli-
dated basis to- 60% of its absolute '

. quantlty of em|55|ons forflscal 1997
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Gurded by a commitment 1o, lts

Management Phtlosophy andto
contrlbutmg to the betterment .. .

of socaety, Epson is mvolved in

: numerous acttwtles througnout the

globe. that reafflrm its coexmtence
'W|th the greater socrety

,Wlth a Management Phnlosophy

‘ vanety of actlvmes worldwide: thatvvu

uphvold its c_oexrstence with society.
In the ‘fiscaljye_a'r ended _Marchv 31,
2004 the Co‘mpany drafted a Social
- Co'nt'ribut_i‘on: Phllosophy‘la'n_d arelated
" setof prlnciples for promoting various
‘ activltiesvfo'r winning greater under—
standmg from society of Epson and
its employees . b
See Epson s Susta|nab|l|ty

':Report for more information on
this and other aspects of |ts soaal. .

: contnbutlon actlvmes

: "Social Cohtrllgutlon'Phllosophy o

The Se|l<o Epson Group, with the
" goal of coexustence wnth soc:ety as _

a responstble corporate cmzen and
Group ernployees as members of '

“the communlty‘ w1I| conduct a host :
. of activities to earn the understand— '.
ing ofsocuety asa whole aswe stnve.- '

© that calls for growmg in partnershlpl i

< 'to etherfor its collectrve betterrnent -
- with socrety, Epson takes part |n a . g , -

A\NAREN ESS

[ YOUTH EDUCAT!ON AND - ]i: :

Educa’cronal support for local
: schools ‘

As part of FY03 Junlor Ach|evement

lndustrlal Sponsor actlvmes to’
, support yo_uth educatl_on, Epson El
Paso, Inc. and Epson de Juarei, SA.
‘de C.V. employees visited' area .

schoolsto ClISCUSS the enwronment

business, lSO and othertOplcs W|th :

local schoolchrldren »

'Construct)on of an elementary

school in- Cambodla

Since fiscal 2002 the Sei‘kovEps'on :
. Labor’ Umon in assoaatron with the

Shantn Volunteer Assocranon has

: been active in building schools in
Cambodia. In December 2003, 2
’ceremony was held to commemo-' -
rate the completlon of a second N

elementary 'school, -as well as a

groundbreakmg ceremnony on the'z

site of & thlrd planned school

[ SUPPORT FOR CULTURE AND }

THE ARTS

Support for meteorologlcal
surveys and research

S|nce 1989, Epson Italia s.p.a, has

‘supported Epson Meteo” Centro,
-whlchprowdes data for weather

forecasts 1o ltaly’s main television

-and radio stations. Tl'l_rough this
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} non proflt organlzatlon Epson Italia
has also. been a sponsor of the

Ev-K2-CNR Project, which has seen,
among other accomplrshments the

establrshment of a weather moni-.

_tormg station in. Nepal Through
,Epson Italra Epson is not'only sup-

portmg a greater understandrng"

fof local weather conditions, but

‘-contrubutrng to the’ analysrs of .

‘meteorologlcal trends on'a global

“scale that characterize the Earth's-

_unique ecological developrne'nt.

Donat:ons to the Saito Kmen
Festrvai Matsumoto

Epson began its support of the

Saito Kinen Orchestra in 1989. Since

1992, Epson has been a key corpo-
i-_rate_'sponsor of the Saito Kinen
'Foundation, lending sup‘port tothe
annual Saito Kinen - Festival
- Matsumoto in Nagano 'F_’re\fecturel

: Epson creates the world s !argest

photo co Iage

Epson Slngapore Pte Ltd along-

side |oca| volunteer assocnatrons ~

and with donatlons collected from
citizensin Smgapore created al7m

x 8m photo- collage recogmzed by .
the - Gumness Book’ of World- -
Records as the world's largest. The'

collage was'vrnade‘fro'rn digital pho-

tos of the smllmg faces of 16, 800 '
iaty resrdents who made donanonsﬁj three LCD projectors were arhong
of 10 Singapore dollars or more. The" .
_collage was prjnted‘on'an Epson
- Stylus Photo 2100 inkjet printer and
_was designed to resemble the
shape of the nation of Singapore.

[ commonweaLacTivimes. ]

Supp'ort for SARS countermeasures

To support measures to combat

SARS, in. May 2003 Epson China

donated supplres valued at nearly -
200,000 yuan and 800,000 yuan.in
funding to the National Health
Department of the Ministry of State

“of the People s Republic of China
"as Epson s representative in that

~ country. Six color laser printers and

. :the |tems donated. -

Epson China also sponsored an
m-_house donation drive for an 11-

: Year o,ld‘girl who contracted SARS
“and lost her parents and 'grand- )

mother to the disease. Donations

were used to purchase 50,000 yuan -

in educatlonalrnsurance asaglftfor'
o the young girl;
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" HDTV LCD Projection Telsvision

Enters the Home TV Market—
.Launch of Large -screen. TV With -
.Bwlt -in Printer for the North '

} ‘Amerocan Market -

_ The raptd pace of d|g|tal|zat|on and

‘shift to high-definition telev15|ons in
' today s homeTV market is spurring
‘a shaip rise in demand for thinner,

o hngherresolutlon Iarge screentele-

visions. In early March 2004, Epson
marked its full-scale- entry into the

home TV market by launching an

LCD prOJectlon television with a
built-in color printer under the brand

name “Livingstation” for the North,
Amerlcan market. Leveragmg rts ‘

Iong ‘standing expertise in LCD pro-v .

jection technology for this latest
product, Epson adopted & pro;ee-
tion method. that-delivers a large,

high-definition picture ata relatively_ '

" low price compared to conventional

PDP and LCD systems. By introduc-

-ing products that create a'symbiosis -

of still and movmg imagery, Epson is
working to ensure that its products

are prominently featured in living

rooms everywhere.

EPSON and SANYO Agree to

' “Merge LCD Businesses

On March 24, 2004, Epson and, -
SANYO Electric Co., Ltd. hereafter, - -
SANYO) announced that they had; -
‘ agreed_to a basuc; agreement to
merge their LCD.businesses in-
October2004 And on May 6, 2004, . .
v>the two’ compames announced'_..

the signing of a _contractvwhmh'_*-

will transfer control .of these joint

- operations fo_a new Eoson_s‘ubsid- 3 :
iary, SANYO EPSON IMAGING

DEVICES CORPORATION, on

~ October T, 2004. This contract was:
~endorsed at Epson’s General"
Sharehoiders Meetmg held on .

June 25, 2004 _
SANYO EPSON

Ltd. and
SANYO LCD Engmeenng Co., Ltd.

The new company ‘will assemble the ‘
~ prominent skills of each in compac_t,f '
high picture duality} hign-definition,‘
and. mass ‘production technology, - '

pursuing synergies to become a

leading manufacturer of small and o

IMAG!NG:

.- DEVICES will combine the various
LCD busmesses of Epson SANYO,
‘and SANYO subsu:hanes Totton-- -
‘SANYO Electric Co.,

me’d‘i.u‘m—‘slz'ed LCD_s for'm'obfie
phones, digital still cameras

" (DSCs), and for use in automobiles.

Epson will hold 55% of the joint

’ _venture while SANYO will control
a 45% stake ‘

Epson ] hngh temperature pofymhcon

“ TFT business, and both compames

OLED programs, are éxcluded from
this planned integration.-



_Epson‘A;qL‘Jires Ultra-High-

Frequency Diamond SAW

T‘eehnology Frorn Sumitomo

. Electric'for a Stronger Lmeup
of Grgahertz SAW Devrces

Epson has acquwed patents technl- .
~ cal know-how and productlon equlp-_

ment relatmg to diamond- based

surface acoust|c wave (SAW) dévices

from Sum|tomo Electrlc lndustnes

. Ld. Sumltomo Electric is a global
leader in glgahertz devices built

from dtarnond SAW technology
Some of the most promrsmg appli-

. catlons for this technology include
next- generauon commumcatlons :

and onboard automotive systems,
ssuch as dedicated short-range

: comrnu:ni:c‘lations (DSRC);- Epson.:
considers diamond SAW technology

crucial to its own.efforts to achieve

‘gigahertz SAW devices. This latest
acquisition of :te'ch'nololgy enableS" :
“Epson to eetablish a fully integrated,”
in-house framework for developirg
everything from diamond wafers to

SAW devrces

_Epson and'Renesas Technology
“Develop New AOpen.sl'tandard :
N Spec:flcat:ons for the Moblle

~ Video lnterface ) :

L Epson and Renesas Technology ;
‘ Corporatlon have collaborated on
" the- development of standard

spedflcatuons for the MobnleVrdeo“

‘ »'Interface a hrgh speed senal mter-‘ '

"~ face deSlgned specn‘lcally for text ‘
and graphrcs dlsplayed on moblle‘

-,:commumcatlons‘dev!ces‘.tThe,tv_vo :
' :companies hal/e ,decided'to make

: the ‘speclf_itatio’ns an',op_en._st'an-

dard. By making this specification
a\lailable on a license- free basis to

mobile dewce rnakers and others |n

the mobile |ndustry, Epson and
Renesas Technology hope to enlist

partners inspurring the market Uptake

of this new standard Encouragrng its
: :spread will ensure even simpler -
archltecture for the’ high-speed .
data transrmssrons requlred of mobile
'phones and other next- -generation

rnoblle equipment. It should Aalso'
_ eontribote to gr_e}at‘e“_r bja'ttery life, .

a present -concern with mobile

“devices, and enable the provision.

+of easier-to-use mobile equipment.
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Epson Dévelops the World's -

Smallest Micro Flying Robot

Blazing a trail at the frontier of

micromechatronic applications,

‘Ep’s'on‘ has devveloped the world's.

smallest micro- flymg robot"

“named pFR

- The uFR embodles some of the
worldsmost advancedtechnologles B

“ The compact lightweight device :
* is powered by two Ultra-thin, ultra-’

sound motore, and features the.
world's best power-to-weight ratio.
The motors drive double-inversion
prope:lle_rs that _’ge'nerate lift for
the pFR. This |atest development
broadens the scope for micro- .
robots from conventional two-

- dimensional applications to use in

three dimensional space, demon- .

: stratmg the new possibilities. that

the field of mlcrornechatromcs has
to offer
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Sales Compos

: L‘, @c;mﬁmw'
%@Tm&m

Avlnk]:et‘printeré‘ ' slCDprojectors . - '°POS system- related

slaserprinters '~ . eLCD color monitors " products
»Multifunction printers - 2LCD projection TVs: . °,M|n|pr|nters

+Dot matrix printers . S ePCs
°lmage scanners : Con

Quartz Davicss

*Small and medium-sized. sCMOS LSls - .. sCrystal units
color STN LCD modules - . : +Crystal oscillators -
*MD-TFD LCD modules : ' '

°HTPS panel hght valves :
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Management’s Discussion and Analysis of Financial
Condition and Results of Operations

OVERVIEW

Net Sales

Consolidated net sales increased ¥90,790 million, or 6.9%, to ¥1,413,243 million. This growth was mainly attrib-
utable to an increase of ¥86,865 million, or 24.5%, in sales in the electronic devices segment to ¥441,153 million.
Sales in the information-related equipment segment increased ¥4,523 million, or 0.5%, to ¥920,380 million.

Sales for each business segment were as follows.

In the information-related equipment segment, sales were up by ¥4,523 million year on year, or 0.5%, to
¥920,380 million. Results by product category were as follows.

Sales of laser printers, including related supplies, and the same applies to various prmters mentioned below,
climbed as the growing number of units in use led to higher sales volumes of supplies. Sales of inkjet printers
increased. One reason was rising sales of multifunction printers, which offset the impact of falling sales volumes
and falling prices for single-function printers. Results also benefited from higher sales of supplies as the number
of inkjet printers in use climbed. Sales of scanners and other products fell as expansion of the muitifunction
printer market brought down sales of single-function scanners. There was also a decline in sales of monitors and
modules, primarily a reflection of lower demand.

In the electronic devices segment, sales increased ¥86,865 million year on year, or 24.5%, to ¥441,153 million.
Results by product category were as follows.

Sales of MD-TFD LCDs increased on higher sales volumes. Driving growth in demand was the introduction
of new mobile phone models in Japan and the rising demand outside Japan for models equipped with color
displays. Color STN-LCD sales also increased despite declining prices because of higher sales volumes, chiefly
a reflection of the ongoing shift overseas from monochrome to color displays for mobile phones. In logic ICs,
sales increased due to growth in demand for color LCD drivers, a product that has a high average price.
Segment sales growth was impacted somewhat by a reduction in output of monochrome STN-LCDs because of
the shift in demand overseas to color displays.

In the precision products segment, sales increased ¥1,357 million year on year, or 1.7%, to ¥81,102 million.
Resuits by product category were as follows.

Sales of IC handlers climbed along with rising capital expenditures by semiconductor manufacturers.
Sales of watches were lower. This was the net result of higher unit prices as Epson adopted a strategy of
targeting opportunities created by the increasing sophistication of watches, and a downturn in sales
volumes of components in the middle price range due to this strategic shift.

In the other segment, sales increased ¥3,147 million, or 12.0%, to ¥29,457 million.
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Net Sales by Business Segments
Millions of yen, except percentages
Year ended March 31

2002 2003 2004

Information-related equipment ¥ 902,248 68.4% ¥ 915857 b6.6% ¥ 920,380 625%
Electronic devices 312,082 237 354,288 257 441,153 300
Precision products 78,188 5.9 79,745 5.8 81,102 55
Other 25,828 20 26,310 1.9 29,457 2.0
Total 1,318,346 100.0% 1,376,200 100.0% 1,472,092 100.0%
(Eliminations and corporate) (44,237) (53,747) (58,849}

Total net sales ¥1,274,109 ¥1,322,453 ¥1,413,243

Cost of Sales and Gross Profit
Cost of sales increased ¥54,094 million, or 5.6%, to ¥1,013,95% million, falling 0.9 percentage point to 71.7% of
net sales. Growth in cost of sales was due to the sales increase, while the decline in the sales cost ratic was the
result of lower depreciation expenses mainly in the electronic devices segment.

Due to these factors, gross profit increased ¥36,696 million, or 10.1%, to ¥399,284 million, and the gross profit

margin improved by 0.9 percentage point to 28.3% of net sales.

Selling, General and Administrative Expenses and Operating Income

Selling, general and administrative expenses increased ¥8,655 million, or 2.8%, to ¥321,883 million. A ¥5,151
million increase in salaries and wages, ¥1,376 million increase in sales promotion expenses and ¥771 millicn
increase in shipping costs were largely responsible.

Due to these factors, operating income was up ¥28,041 million, or 56.8%, to ¥77,401 million, rising 1.8
percentage points to 5.5% of net sales.

Operating income for each business segment was as follows.

In the information-related equipment segment, operating income was down by ¥34,524 million, or 42.9%,
to ¥45,902 million. This was the result of a decline in gross profit caused by falling prices for inkjet printers and
laser printers, although sales rose in both categories. Inkjet printer margins benefited somewhat from the
appreciation of the euro relative to the yen.

In the electronic devices segment, operating income was ¥40,621 million, ¥68,621 million higher than the loss
in the prior fiscal year. The primary reasons for this dramatic turnaround were the benefits of higher sales, a
reduction in basic materials costs and other expenses, and the contribution of lower depreciation expenses,
due to a more selective investments policy, and a decline in selling, general and administrative expenses.

In the precision products segment, operating income increased ¥2,165 million, or 336.1%, to ¥2,810 million.
Operating income benefited from higher gross profit from growth in sales of IC handlers; higher unit sales
prices due to the strategy of targeting high-end watches; and the contribution to gross profit of cost
reduction initiatives, v

In the other segment, there was an operating loss of ¥12,023 million, an increase of ¥8,291 million compared

to the prior fiscal year. This was mainly due to an increase in R&D costs.
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Other Income and Other Expenses

During the year under review, other expenses subtracted from other income resulted in a net expense of ¥12,343
million, ¥5,388 million less than the net expense of ¥17,731 million in the prior fiscal year. The improvement was
mainly due to reorganization costs totaling ¥23,955 million recorded in the prior fisical year, including the write-
off of expenses for the adoption of technology accompanying the structural reform of the semiconductor
business, and business restructuring expenses in conjunction with the recrganization of production sites. The
pricr fiscal year also included a ¥17,577 million gain on transfer to government of the substitutional portion of
pension fund, the absence of which affected earnings for the fiscal year under review. Net loss of foreign

exchange decreased ¥5,052 million.

Income Before Income Taxes and Minority Interests

Income before income taxes and minority interests increased ¥33,429 million, or 105.7%, to ¥65,058 million.

Income Taxes
Income taxes increased ¥7,916 million to ¥26,573 million, primarily because of the growth in income before
income taxes and minority interest. Income tax rate per statement of income decreased from 59.0% to 40.9%

mainly due to fluctuation of a valuation allowance associated with deferred tax assets.

Minority Interest’

Minority interest decreased ¥8 million to ¥454 million.

Net income

Net income increased ¥25,521 miIIion,'or 204.0%, to ¥38,031 million.

LIQUIDITY AND CAPITAL RESOURCES
Cash Flow ‘
For many years, the primary sources of liquidity at Epson have been operating cash flows and long-term and
short-term loans from banks. in the year under review, Epson also procured funds through the issuance of
common stock.

Net cash provided by operating activities increased from ¥159,504 million to ¥182,669 million in the fiscal year
ended March 31, 2004. In the year under review, cash flows from operating activities increased mainly due to an
increase in net income.

Net cash used in investing activities was ¥65,329 million compared with ¥107,943 million in the prior fiscal
year. The decrease was mainly attributable to a lower level of payments for purchases of property, plant and

equipment as a more selective policy was adopted.
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Net cash used in financing activities was ¥40,918 million. In the prior fiscal year, net cash provided by financing
activities was ¥9,111 million. In the year under review, ¥109,915 million was procured through our initial public
offering and the issuance of common stock through the exercise of a greenshoe option. Furthermore, cash
provided by operating activities was far higher than cash used in investing activities. A large share of these funds
was used for repayment of short-term borrowings and long-term debt. As a result, total short- and long-term
loans fell from ¥60%,390 million at the end of the previous fiscal year to ¥457,000 million.

Due to these factors, there was a net increase of ¥72,895 million in cash and cash equivalents.

Long-term debt accounts for the majority of Epson’s long-term liabilities. As of March 31, 2004, long-term
debt, excluding the current portioﬁ, amounted to ¥346,769 million. Almost all of these loans are unsecured bank
loans with a weighted average interest rate of 1.25% with maturities up to March 2009. Epson also relies on
short-term bank loans and accounts payable as additional sources of Iiduidity. Epson is party to a line of credit
with four banks to secure an efficient source of working capital in the total maximum amount of ¥40,000 million,

all of which was unused as at March 31, 2004.

Financial Condition

Total assets as at March 31, 2004 were ¥1,206,491 million compared with ¥1,196,080 million as at March 31,
2003. Current assets increased ¥63,859 million while fixed assets decreased ¥53,448 million, mainly the result of
an increase in accumulated depreciation. The increase in current assets was mainly due to a large increase in
cash and cash equivalents, offset in part by a decrease in inventories and notes and accounts receivable, trade.

Total liabilities as at March 31, 2004 decreased to ¥789,582 million from ¥912,156 million as at March 31, 2003.
Current liabilities decreased ¥75,514 million and long-term liabilities decreased by ¥47,060 million. The decrease
in current liabilities was due mainly to decrease in short-term bank loans and the current portion of long-term
debt. A decline in long-term debt was primarily responsible for the decrease in long-term liabilities.

Working capital, defined as current assets less current liabilities, increased from ¥152,223 million as at March
31, 2003 to ¥291,596 million as at March 31, 2004. There were decreases in inventories and notes and accounts
receivable, trade, but increases in cash and cash equivalents, and decreases in short-term bank loans and the
current portion of long-term debt.

The ratio of debt to total assets was 37.9% as at March 31, 2004, wel! below the 50.9% as at March 31, 2003.
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Consolidated Balance Sheets

SEIKO EPSON CORPORATION AND SUBSIDIARIES

Thousands of

Millions of yen U.S. dollars
March 31 March 31,
ASSETS 2003 2004 2004
Current assets:
Cash and cash equivalents ¥ 192,288 ¥ 265,183 5 2,509,064
Time deposits 498 509 4,816
Notes and accounts receivable, trade 218,280 210,381 1,990,548
Inventories 167,478 155,856 1,474,652
Deferred income taxes 34,508 37,082 350,856
Other current assets 36,502 43,858 414,969
Allowance for doubtful accounts (4,244) (3,700) (35,008)
Total current assets 645,310 - 709,169 6,709,897
Property, plant and equipment:
Buildings and structures 378,268 376,195 3,559,419
Machinery and equipment i 472,977 469,448 4,441,745
Furniture and fixtures 177,972 176,867 1,673,451
Land 53,794 52,106 493,008
Construction in progress 10,983 11,553 109,310
Other 979 835 7.900
1,094,973 1,087,004 10,284,833
Accumulated depreciation (652,204) (693,973 (6,566,118)
442,769 393,031 3,718,715
Investments and other assets:
Investment securities 24,778 © 28,207 266,884
Investments in affiliates 11.128 10,878 102,924
Long-term loans receivable 2,038 317 2,959
Deferred income taxes 9,929 2,764 26,152
Intangible assets 26,955 23,160 219,132
Other assets 34,053 39,720 375,816
Allowance for doubtful accounts (880) {(755) (7,144)
, 108,001 104,291 986,763
Total assets ¥1,196,080 ¥1,206,491 11,415,375

The accompanying notes are an integral part of these financial statements.
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Thousands of

Millions of yen U.S. dollars
March 31 March 31,
LIABILITIES AND SHAREHOLDERS’ EQUITY 2003 2004 2004
Current liabilities:
Short-term bank loans ¥ 142,198 ¥ 62,851 $ 594,673
Current portion of long-term debt 70,258 47,380 448,292
Notes and accounts payable, trade 115,966 132,331 1,252,067
Accounts payable, other 77,492 81,785 773,820
Income taxes payable 8,316 6,731 63,686
Deferred income taxes 895 267 2,526
Accrued bonuses 13,590 17,083 161,633
Accrued warranty costs 14,275 14,283 135,141
Other current liabilities 50,097 54,862 519,084
Total current liabitities 493,087 417,573 3,950,922
Long-term liabilities:
Long-term debt 396,934 346,769 3,281,001
Accrued pension and severance costs 9,242 8,055 76,214
Accrued director;’ and statutory auditors’ retirement allowances 2,403 1,729 16,359
Deferred income taxes 347 7,733 73,167
Other long-term liabilities 10,143 C 7,723 73,072
Total long-term liabilities 419,069 372,009 3,519,813
Minority interest in subsidiaries 2,608 2,542 24,051
Shareholders’ equity:
Common stock, no par value -
2003 — Authorized 607,458,368 shares, issued 151,864,592 shares 12,531 - -
2004 - Authorized 607,458,368 shares, issued 196,364,592 shares - 53,204 503,397
Additional paid-in capital 10,259 79,501 752,209
Retained earnings 264,874 299,575 2,834,469
Net unrealized gains on other securities 167 3,087 29,208
Translation adjustments (6,515) (20,999) (198,685)
Treasury stock (@) M %)
Total shareholders’ equity 281,316 414,367 3,920,589

Commitments and contingent liabilities
Total liabilities and shareholders’ equity ¥1,196,080 ¥1,206,491 $11,415,375

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Income

SEIKO EPSON CORPORATION AND SUBSIDIARIES

Thousands of

Millions of yen U.S. dollars
Year ended Year ended
March 31 March 31,
2002 2003 2004 2004
Net sales ¥1,274,109 ¥1,322,453 ¥1,413,243 $13,371,587
Cost of sales 938,001 959,865 1,013,959 9,593,708
Gross profit 336,108 362,588 399,284 3,777,879
Selling, general and administrative expenses:
Salaries and wages 68,380 72,597 77,748 735,623
Advertising 28,765 30,138 30,854 291,929
Sales promotion 34,741 30,364 31,740 300,313
Research and development costs 40,998 42,787 41,139 389,242
Shipping costs 17,624 19,756 20,527 194,219
Provision for doubtful accounts 91 665 414 3,917
Other 119,313 116,921 119,461 1,130,296
309,912 313,228 321,883 3,045,539
Operating income 26,196 49,360 77,401 732,340
Other income:
Interest and dividend income 1,311 1,289 1,684 15,933
Gain on transfer to government of the substitutional
portion of pension liabilities - 17,577 - -
Reversal of specific warranty costs - 12,982 - -
Other 7,947 7,950 6,381 60,375
9,258 29,798 8,065 76,308
Other expenses:
Interest expenses 7,097 6,257 6,478 61,292
Net loss on foreign exchange 5198 5552 500 4,731
Loss on disposal of property, plant and equipment 7,484 3,233 3,711 35,112
Reorganization costs 4,865 23,955 2,044 19,340
Provision for specific warranty costs 21,797 - - -
Other 7,395 8,532 7,675 72,618
53,836 47,529 20,408 193,093
Income (loss) before income taxes and minority interest (18,382) 31,629 65,058 415,555
Income taxes:
Current 6,618 12,368 15,210 143,911
Deferred (6,948) 6,289 11,363 107,513
(330} 18,657 26,573 251,424
Income (loss) before minority interest (18,052) 12,972 38,485 364,131
Minority interest in subsidiaries 380 462 454 4,296
Net income (loss) ¥ (18,432 ¥ 12510 ¥ 38,031 $ 359,835
Yen U.S. dollars
Per share:
Net income (loss) ¥(121.37) ¥81.08 ¥204.70 $1.94
Cash dividends ¥ 18.00 ¥18.00 ¥ 18.00 $0.17

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Changes in
Shareholders’ Equity

SEIKO EPSON CORPORATION AND SUBSIDIARIES
Millions of yen

Net
unrealized
Additional gains on
Number of Common paid-in Retained other Translation  Treasury
shares issued stock capital earnings securities  adjustments  stock Total
Balance at March 31, 2001 151,864,592  ¥12,531 ¥10,259 ¥276,305 ¥ 1,565 ¥ (9,877) ¥(1) ¥ 290,782
Net loss - - - (18,432) - - - (18,432)
Cash dividends - - - (2,734) - - - (2,734)
Bonuses to directors and
statutory auditors - - - (208) - - - (208)
Net unrealized loss on
other securities - - - - (279) - - (279)
Translation adjustments - - - - - 11,219 - 11,219
Changes in treasury stock - - - - - - 1 1
Balance at March 31, 2002 151,864,592 12,531 10,259 254,931 1,286 1,342 © 280,349
Net income - - - 12,510 - - - 12,510
Cash dividends - - - (2,734) - - - (2,734)
Bonuses to directors and
statutory auditors - - - (98) - - - 8)
Increase due to affiliates
newly accounted for
under the equity method - - - 265 - - - 265
Net unrealized loss on
other securities - - - - (1,119) - - (1.119)
Translation adjustments - - - - - (7,857) - (7.857)
Balance at March 31, 2003 151,864,592 12,531 10,259 264,874 167 (6,515) [{0)] 281,316
‘Net income - - - 38,031 ~ - - 38,031
Issuance of common stock
under public offering 44,500,000 40,673 69,242 L - - - - 109,915
Cash dividends - - - (3,134) - - - {3,134)
Bonuses to directors and
statutory auditors - - - (196) - - - (196)
Net unrealized gain on
other securities - - - - - 2,920 - - 2,920
Translation adjustments - - - - - {14,484) - (14,484)

Changes in treasury stock - - - - - - M M)

Balance at March 31, 2004 196,364,592 ¥53,204 ¥79,501 ¥299,575 ¥ 3,087 ¥(20,999) ¥(1) ¥414,367
Thousands of U.S. dollars
Net
unrealized
Additional gains on
Common paid-in Retained other Translation  Treasury
stock capital earnings securities  adjustments  stock Total
Balance at March 31, 2003 $118564 $ 97,067 $2506141 $ 1,580 § (61,643) $(0) $ 2,661,709
Net income - - 359,835 - - - 359,835
Issuance of common stock
under public offering 384,833 655,142 - - - - 1,039,975
Cash dividends - - (29,653 - - - (29,653)
Bonuses to directors and
statutory auditors - - {1,854) - - - {1,854)
Net unrealized gain on
other securities - - - 27,628 - - 27,628
Translation adjustments - - - - (137,042) - {137.042)
Changes in treasury stock - - - - - (9) (9)
Balance at March 31, 2004 $503,397  $752,209 $2,834,469 529,208  $(198,685) 9  $3,920,589%

The accompanying notes are an integral part of these financial statements.
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Consolidated Statements of Cash Flows

SEIKO EPSON CORPORATION AND SUBSIDIARIES

Thousands of

Millions of yen U.S. dollars
Year ended Year ended
March 31 March 31,
2002 2003 2004 2004
Cash flows from operating activities: '
Net income (Joss) ¥ (18,432) ¥ 12,510 ¥ 38,031 $ 359,835
Adjustments to reconcile net income (loss) to net cash
provided by operating activities -
Depreciation and amortization 122,151 127,406 111,018 1,050,412
Reorganization costs 4,509 23,002 2,044 19,340
Accrual for net pension and severance costs, .
less payments (9,590 (18,212) (13,338) (126,199)
Net loss on sales and disposal of property,
plant and equipment 5.067 1978 5,511 52,143
Equity in net (gains) losses under the equity method (976) 95 (172 {1,627)
Deferred income taxes (6,948) 6,289 11,363 107,513
Decrease in allowance for doubtful accounts (1,230 (459) (261) (2,470
Decrease in accrued income taxes (18,520) (1,839 (1,826) 0117.277)
Decrease in notes and accounts receivable, trade 73,680 20,636 6,224 58,889
Decrease in inventories 48,221 2471 4,042 38,244
Increase (decrease) in notes and accounts
payable, trade (53,317) 3.613) 13,247 125,338
Other ) ) (331) (10,760) 6,786 64,206
“Net cash provided by operating activities 151,284 159,504 182,669 1,728,347
Cash flows from investing activities:
Paymehts for purchases of property, plant and equipment  (222,300) (85,274} (65,416) {618,942)
Proceeds from sales of property, plant and equipment 3,645 7872 4,309 40,770
Payments for purchases of intangible assets (10,980) (8,898) (7.917) (74,908)
Payments of long-term prepaid expenses (30,374) (10,943) 441) 4,172)
Other (18,347) (10,700 4,136 39,133
Net cash used in investing activities (278,358) (107,943) {65,329) (618,119)
Cash flows from financing activities:
Decrease in short-term borrowings (82,668) (56,723) {76,076) (719,803)
Proceeds from long-term debt 222,222 150,644 92,530 875,485
Repayments of long-term debt (34,488) (81,568) (164,304) {1,554,584)
Issuance of common stock - - 109,915 1,039,975
Cash dividends (2,734) (2,734) (3,134} (29,653
Other (631) (508) 151 1.429
Net cash provided by (used in) financing activities 101,701 9,111 {40,918) (387,151}
Effect of exchange rate fluctuations on cash and
cash equivalents 2,389 307 (3,527} (33,371}
Net increase (decrease) in cash and cash equivalents (22,984) 60,979 72,895 689,706
Cash and cash equivalents at the beginning of the year 154,293 131,309 192,288 1,819,358
Cash and cash equivalents at the end of the year ¥ 131,309 ¥ 192,288 ¥ 265,183 $ 2,509,064
Supplemental disclosures of cash flow information:
Cash received and paid during the year for -
interest and dividend received ¥ 1,449 ¥ 2227 ¥ 1,681 $ 15905
Interest paid ¥ (7,444) ¥ (6,143) ¥ {6,610) $  (62,547)
Income taxes paid ¥ (25,138) ¥ (14,207) ¥ (17,036) $ 1161,188)

The accompanying notes are an integral part of these financial statements.
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1. Basis of presenting consolidated financial statements

{1} Background

Seiko Epson Corporation (the “Company*) was originally established as a manufacturer of watches but later

expanded its business to provide key devices and solutions for the digital color imaging markets through the

application of its proprietary technologies. The Company operates its manufacturing and sales business mainly

in Japan, the Americas, Europe and Asia/Oceania.

(2} Basis of presenting consolidated financial statements

The Company and its subsidiaries in Japan maintain their records and prepare their financial statements in

accordance with accounting principles generally accepted in Japan while its foreign subsidiaries maintain their

records and prepare their financial statements in conformity with accounting principles generally accepted in

their respective country of domicile.

The accompanying consolidated financial statements of the Company and its consolidated subsidiaries and

affiliates (collectively “Epson”) are prepared on the basis of accounting principles generally accepted in Japan,

which are different in certain respects as to application and disclosure requirements of International Financial

Reporting Standards, and are compiled from the consolidated financial statements prepared by the Company

as required by the Securities and Exchange Law of Japan.

The accompanying consolidated financial statements incorporate certain reclassifications and rearrangements

in order to present them in a form that is more familiar to readers outside Japan. In addition, the notes to the

consolidated financial statements include information that is not required under generally accepted accounting

principles in Japan, but which is provided herein as additional information. However, none of the reclassifica-

tions nor rearrangements have a material effect on the financial statements.

2. Summary of significant accounting policies

(1} Consolidation and investments in affiliates

The accompanying consolidated financial statements include the accounts of the Company and those of its

subsidiaries that are controlled by Epson. Under the effective control approach, all majority-owned companies

are to be consolidated. Additionally, companies in which share ownership equals 50% or less may be required to

be consolidated in cases where such companies are effectively controlled by other companies through the

interests held by a party who has a close relationship with the parent in accordance with Japanese accounting

standards. All significant inter-company transactions and accounts and unrealized inter-company profits are

eliminated upon consolidation.

Investments in affiliates in which Epson has significant influence are accounted for using the equity method.

Consolidated income includes Epson'’s current equity in net income or loss of affiliates after elimination of unre-

alized inter-company profits.

The excess of the cost over the underlying net equity of investments in subsidiaries and affiliates accounted

for under the equity method is recognized as a “consclidation adjustment” included in the intangible assets

account and is amortized on a straight-line basis over a period of five years.

{2 Foreign currency translation and transactions

Foreign currency transactions are translated using foreign exchange rates prevailing at the respective transac-

tion dates. Receivables and payables in foreign currencies are translated at the foreign exchange rates prevail-

ing at the respective balance sheet dates.

All the assets and liabilities of foreign subsidiaries and affiliates are translated at the foreign exchange rates

prevailing at the respective balance sheet dates, and all the income and expense accounts are translated at the

average foreign exchange rates for the respective periods. Foreign currency financial statement translation

differences are recorded in the consolidated balance sheet as a separate component of shareholders’ equity.
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(3} Cash and cash equivalents

Cash and cash equivalents included in the consolidated financial statements are composed of cash on hand,
bank deposits that may be withdrawn on demand and highly liquid investments purchased with initial maturities
of three months or less and which present low risk of fluctuation in value.

(4} Financial instruments

Investments in debt and equity securities:

Investments in debt and equity securities are classified into three categories: 1) trading securities, 2) held-to-
maturity debt securities, and 3) other securities. These categories are treated differently for purposes of mea-
suring and accounting for changes in fair value.

Trading securities held for the purpose of generating profits from changes in market value are recognized at
their fair value in the consolidated balance sheets. Unrealized gains and losses are included in current income.
Held-to-maturity debt securities are expected to be held to maturity and are recognized at historical or amortized
cost in the consolidated balance sheets. Other securities for which market quotations are available are recognized
at fair value in the consolidated balance sheets. Unrealized gains and losses for these other securities are reported
as a separate component of shareholders’ equity, net of tax. Other securities for which market quotations are
unavailable are stated at cost, based on the weighted average cost method. Other than temporary declines in the
value of other securities are reflected in current income.

Derivative financial instruments:

Derivative instruments (i.e., forward exchange contracts, interest rate swaps and currency opfions) are recog-
nized as either assets or liabilities at their respective fair values at the 'date of contract, and gains and losses
arising from changes in fair value are recognized in earnings in the corresponding fiscal period. If certain
hedging criteria are met, such gains and losses are deferred and accounted for as assets or liabilities.

For interest rate swaps, if certain hedging criteria are met, interest rate swaps are not recognized at their fair
values as an alternative method under Japanese accounting standards. The amounts received or paid for such
interest rate swap arrangements are charged or credited to income as incurred.

Allowance for doubtful accounts: ‘

Allowance for doubtful accounts is calculated based on the aggregate amount of estimated credit losses for
doubtful receivables plus an amount for receivables other than doubtful receivables calculated using historical
write-off experience from certain prior periods.

(5) Inventories

Inventories are stated at the lower of cost or market value, where cost is primarily determined using the weighted
average cost method.

{6} Property, plant and equipment

Property, plant and equipment, including significant renewals and improvements, are carried at cost less accu-
mulated depreciation. Maintenance and repairs, including minor renewals and improvements, are charged to
income as incurred. Depreciation of property, plant and equipment is mainly computed based on the declining-
balance method for the Company and its Japanese subsidiaries and on the straight-line method for foreign
subsidiaries at rates based on the estimated useful lives. For buildings acquired by the Company and its Japa-
nese subsidiaries on or after April 1, 1998, depreciation is computed based on the straight-line method, which is
prescribed by Japanese income tax laws. When property, plant or equipment is retired or disposed of, the
difference between the net book value and sales proceeds, if any, is charged or credited to income.

The estimated useful lives of depreciable assets principally range from eight to fifty years for buildings and
structures and principally range from two to eleven years for machinery and equipment.

{7} intangible assets '

Amortization of intangible assets is computed using the straight-line method. Amortization of software for internal
use is computed using the straight-line method over its estimated useful life, ranging from three to five years,

(8) Impairment of long-lived assets

On August 9, 2002, the Business Accounting Council of Japan issued new accounting standards entitled “State-

ment of Opinion on the Establishment of Accounting Standards for Impairment of Fixed Assets”. Further on
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October 31, 2003, the Accounting Standards Board of Japan issued Financial Accounting Standards Implemen-
tation Guidance No. 6 - "Application Guidance on Accounting Standards for Impairment of Fixed Assets”.
Effective as of March 31, 2004, Epson has elected to early adopt these new accounting standards for impairment
of fixed assets.

As a result of adopting the new accounting standards, property, plant and equipment at March 31, 2004
decreased by ¥1,671 million ($15,810 thousand), and income before income taxes and minority interest for the
year ended March 31, 2004 decreased by the same amount, as compared with the amount which would have
been reported if the previous standards had been applied consistently.

(9) Accrued bonuses
Accrued bonuses to employees are provided for the estimated amounts which Epson is obligated to pay to
employees after the fiscal year-end, based on services provided during the current period.

On March 9, 2004, the Accounting Standards Board of Japan issued new accounting standards concerning
accounting for bonuses to directors and statutory auditors, effective for the first fiscal year ending after this
standards issued. In the financial statements for fiscal years prior to April 1, 2003, "bonuses to directors and
statutory auditors”, which are determined through appropriation of retained earnings by resolution of general
shareholders’ meeting subsequent to fiscal year-end, are reflected in retained earnings of the current year.
Under the new accounting standards, “bonuses to directors and statutory auditors” are expensed as incurred.
Effective as of March 31, 2004, Epson has adopted the new accounting standards.

Effective as of March 31, 2004, accrued bonuses to directors and statutory auditors are provided for the
estimated amounts which Epson is obligated to pay to directors and statutory auditors subject to the resolution
of general shareholders’ meeting subsequent to the fiscal year-end.

(10) Accrued warranty costs ) .

Epson provides an accrual for estimated future warranty costs based on the historical relationship of warranty
costs to net sales. Specific warranty provisions are made for those products where warranty expenses can be
specifically estimated.

(11) Income taxes

The provision for income taxes is computed based on income before income taxes and minority interest in the
consolidated statements of income. The asset and liability approach is used to recognize deferred tax assets
and liabilities for the expected future tax consequences of temporary differences between the carrying amounts
and the tax basis of assets and liabilities. .

On May 29, 2003, the Company obtained approval from the National tax agency to file a consolidated tax
return system effective from the year beginning April 1, 2003. The Company has adopted the consolidated tax
return system for the calculation of income taxes effective from the year ended March 31, 2004. Under the
consolidated tax return system, the Company consolidates all wholly owned domestic subsidiaries based on the
Japanese tax regulations.

{12) Pension and severance costs

The Company and some of its Japanese subsidiaries maintain a defined benefit pension plan covering substan-
tially alt of their employees. The welfare pension plan is funded in conformity with the funding requirements of
the Japanese Welfare Pension Insurance Law. The welfare pension plan covered the substitutional portion of
the governmental welfare pension program and non-substitutional portion under which contributions are made
by these companies and their employees.

To supplement the welfare pension plan, the Company and some of its Japanese subsidiaries maintain tax
qualified pension plans which are non-contributory defined benefit pension plans. These companies contribute
amounts required to maintain sufficient plan assets to provide for accrued benefits, subject to limitations on ex-
pense deductibility under Japanese income tax laws.

Pension benefits are determined based on years of service, basic rates of pay and conditions under which the
termination occurs, and are payable at the option of the retiring employee either in a lump-sum amount or as an
annuity. Contributions to the plans are funded through several financial institutions in accordance with the appli-

cable laws and requlations.



Unrecognized prior service costs are amortized based on the straight-line method over a period of five years
beginning at the date of adoption of the plan amendment. Actuarial gains and losses are amortized based on
the straight-line method over a period of five years starting from the beginning of the subsequent year.

Most of the Company’s foreign subsidiaries have various retirement plans, which are primarily defined contri-
bution plans, covering substantially all of their employees. Epson’s funding policy for these defined contribution
plans is to contribute annually an amount equal to a certain percentage of the participants’ annual salaries.

With respect to the Company's directors and statutory auditors, who are not covered by the benefit plans for
employees described above, provision is made for retirement benefits based on internal rules regarding direc-
tors’ and statutory auditors' retirement benefits. In accordance with the Commercial Code of Japan, payments
of retirement benefits for directors and statutory auditors are subject to approval by a resolution at the Company's
shareholders’ meeting.

{13) Revenue recognition

Revenue from sale of goods is recognized at the time when goods are shipped. Revenue from services is recog-
nized when services are rendered and accepted by customers.

{14} Research and development costs

Research and development costs are éxpensed as incurred.

{(15; Leases

Epson leases certain office space, machinery and equipment and computer equipment from third parties.

Under Japanese accounting standards, capital leases, other than those under which ownership of the assets
will be transferred to the lessee at the end of the lease term, are allowed to be accounted for as operating
leases with footnote disclosure of the estimated acquisition cost, estimated accumulated depreciation and
future estimated lease payments. ‘

Epson has recorded substantially all leases as operating leases in the manner described in the preceding
paragraph.

{16) Net income per share )

Net income per share is computed based on the weighted average number of shares of common stock outstand-
ing during each fiscal period. Effective from the fiscal year commencing on April 1, 2002, bonuses to directors and
statutory auditors are required to be included in the calculation of net income per share.

Under the Japanese accounting standards concerning accounting for bonus to directors and statutory audi-
tors, effective for the fiscal years beginning on or after April 1, 2003, the bonus to directors and statutory audi-
tors have been charged to income in the year ended March 31, 2004.

(17} Appropriations of retained earnings

Appropriations of retained earnings reflected in the accompanying consolidated financial stzatements have been
recorded after approval by the shareholders as required under the Commercial Code of Japan. In addition to
year-end dividends, the board of directors may declare interim cash dividends by resolution to the shareholders
of record as of September 30 of each year.

3. U.S. dollar amounts

U.S. dollar amounts presented in the accompanying consolidated financial statements and in these notes are
included solely for the convenience of readers and are not audited. These translations should not be construed
as representations that the yen amounts actually represent, or have been or could be converted into U.S. dollars
at that or any other rate. As the amounts shown in U.S. dollars are for convenience only, a rate of ¥105.69 =
U.S5.$1, the rate of exchange prevailing at March 31, 2004, has been used.



SEIKG EPSON CORPORATION 55

4. Inventories

Losses recognized and charged to cost of sales as a result of valuation at the lower of cost or market value at
March 31, 2003 and 2004 were ¥12,493 million and ¥8,300 million ($78,532 thousand), respectively.

5. Investments in debt and equity securities

Epson's management determined that all investments in debt and equity securities were either held-to-maturity
debt securities or other securities.

Net unrealized gains, net of tax, on securities categorized as other securities of ¥167 million and ¥3,087
million ($29,208 thousand) as at March 31, 2003 and 2004, respectively, were recorded as a component of share-
holders’ equity. A related deferred income tax liability thereon of ¥108 million and ¥1,021 million ($9,660 thou-
sand) was recorded against deferred income tax assets relating to other temporary differences as at March 31,
2003 and 2004, respectively.

The aggregate cost and market value (carrying value) of other securities with market values, which were
included in investment securities at March 31, 2003 and 2004 v;/ere as follows:

Millions of yen
March 31, 2003
Gross unrealized

Market value

Cost Gains Losses {carrying value)

Equity securities ¥4,337 ¥564 ¥(235) ¥4,666
Debt securities 52 5 =) 57
Other - 582 - (42) 540
Total ¥4,971 ¥569 ¥(277) ¥5,263

Millions of yen
March 31, 2004
Gross unrealized

Market value

Cost Gains Losses (carrying value)

Equity securities ¥4,352 ¥4,051 ¥(62) ¥8,341
Debt securities 52 4 ) 56
Other 615 137 6) 746
Total ¥5,019 ¥4,192 ¥(68) ¥9,143

Thousands of U.S. dollars
March 31, 2004
Gross unrealized

Market value

Cost Gains Losses (carrying value)

Equity securities $41,177 $38,329 ${586) $78,920
Debt securities 452 38 (- 530
Other 5.819 1,296 {87) 7.058
Total $47,488 $39,663 5{643) $86.508

The carrying amount of unlisted investment securities at March 31, 2003 and 2004 were ¥19,515 million and
%19,064 million ($180,376 thousand), respectively.

For the years ended March 31, 2002 and 2003, other-than-temporary impairments of securities with an aggre-
gate market value of ¥2,237 million and ¥2,251 million, respectively, were charged to current income. For the
year ended March 31, 2004, there were no other-than-temporary impairments of securities. Impairments are

principally recorded in cases where the fair value of other securities with determinable market values has



declined in excess of 30% of cost. Those securities are written down to the fair value and the resulting losses are
g

included in current income for the period.

6. Intangible assets

A consolidation adjustment account, representing the excess of cost over net equity of investments in subsidiaries
as at March 31, 2003 and 2004, included in intangible assets, were ¥954 million and ¥270 million ($2,555 thousand),

respectively.

7. Derivative financial instruments

Epson enters into forward exchange contracts, currency options and interest rate swaps. Forward exchange
contracts and currency options are utilized to hedge currency risk exposures. Interest rate swaps are utilized to
hedge against possible future changes in interest rates on floating rate borrowings. Epson uses derivative
instruments only for hedging purposes and not for purposes of trading or speculation.

Epson management believes that credit risk relating to derivative instruments that Epson uses is relatively low
since all of its counterparties to the derivative instruments are creditworthy financial institutions.

Forward exchange transactions are approved by the Company’s Forward Exchange Committee (composed
of representatives of Epson management) and executed based on authorization of the general manager of
Epson in charge of the treasury management in accordance with internal rules and policies developed regarding
derivative transaction management.

Interest rate swap tra nsactions are approved and executed based on authorization of the director of Epson in
charge of the finance function based on the above-mentioned internal rules and policies. Execution and
management of transactions are done by the responsible section in Financial Management Department
and reported to the general manager in charge of the fund management.

The table below lists contract amounts, notional amounts and fair values of derivatives as at March 31, 2003
and 2004 by transactions and type of instrument, excluding derivatives eligible for hedge accounting.

Millions of yen

March 31, 2003
Contract Unrealized gains
Instruments amounts Fair values {losses)
Forward exchange contracts:
Sold -
U.S. dollar (purchased Japanese yen) ¥ 8,196 ¥ 8,239 ¥ (43)
Euro (purchased Japanese yen) 20,086 20,740 (654)
Sterling pound (purchased Japanese yen) 679 681 2)
Australian dollar {purchased Japanese yen) 553 555 (2)
Swiss Francs (purchased Japanese yen) 1,188 1,200 (12)
Swiss Francs (purchased Euro) 353 352 1
Thai baht (purchased U.S. dollar) 150 149 1
Purchased -

U.S. dolfar (sold Japanese yen‘) 1,540 1,561 21
U.S. dollar (sold Euro) 397 388 ©)
U.S. dollar (sold Kerean won) 3,246 3,384 138
U.S. dollar (sold Taiwan dollar) 720 721 1
Euro (sold Japanese yen) 17 17 0
Japanese yen (sold Euro) 214 213 m
Total unrealized losses from forward exchange contracts ¥(561)

There were no interest rate swap transactions outstanding at March 31, 2003.
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Millions of yen

March 31, 2004
Contract Unrealized gains
Instruments amounts Fair values (losses)
Forward exchange contracts:
Sold -
U.S. dollar (purchased Japanese yen) ¥ 4,213 ¥ 4,170 ¥ 43
Euro {purchased Japanese yen) 29,600 28,885 715
Sterling pound (purchased Japanese yen) 1,593 1,538 55
Australian dollar (purchased Japanese yen) 1,170 1,142 28
Thai baht (purchased U.S. doliar) 205 206 43
Polish zloty (purchased Euro) 327 327 Q)
Purchased -
U.S. dollar (sold Japanese yen) 5.967 5,792 (175)
U.S. dollar {sold Korean won) 434 425 %)
U.S. dollar (sold Taiwan dollar) 758 739 (19)
Euro (sold Japanese yen) 77 75 (2)
Sterling pound (sold Euro) 678 678 [(s]]
Total unrealized gains from forward exchange contracts ¥ 635

There were no interest rate swap transactions outstanding at March 31, 2004 other than derivatives eligible

for hedge accounting.

Thousands of U.S. dollars

March 31, 2004
Contract Unrealized gains
Instruments amounts Fair values (losses)
Forward exchange contracts:
Sold -
U.S. dollar (purchased Japanese yen) $ 39,862 $ 39,455 S 407
Euro (purchased Japanese yen) 280,064 273,299 6,765
Sterling pound (purchased Japanese yen) 15,072 14,552 520
Australian dollar (purchased Japanese yen) 11,070 10,805 265
Thai baht (purchased U.S. dollar) 1,940 1,949 (%)
Polish zloty (purchased Euro) 3,094 3,094 (0}
~ Purchased -
U.S. dollar (sold Japanese yen) 56,458 54,802 (1.656)
U.S. dollar (sold Korean won) 4,106 4,021 (85)
U.S. dollar {(sold Taiwan dollar) 7,172 6,992 (180)
Euro (sold Japanese yen) 729 710 (19}
Sterling pound (sold Euro) - 6,415 4,415 (0
Total unrealized gains from forward exchange contracts 36,008

There were no interest rate swap transactions outstanding at March 31, 2004 other than derivatives eligible
for hedge accounting.

These forward exchange contracts were entered into for hedging purposes. Unrealized gains and losses from
these contracts are recognized in earnings. Forward exchange contracts assigned individually to monetary items

denominated in foreign currencies are excluded from the above table.
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8. Short-term bank loans and long-term debt

Short-term bank loans and long-term debt from banks at March 31, 2003 and 2004 consisted of the following:

Thousands of

Millions of yen U.S. dollars
March 31 March 31,
2003 2004 2004
Weighted
average
Amount interest rate Last due on
Short-term bank loans ¥142,198 ¥ 62,851 0.86% March 25, 2005 $ 584,673
Current portion of long-term debt 70,258 47,380 0.84 March 25, 2005 448,292
Long-term debt 396,934 346,769 1.25 March 31, 2009 3,281.001
Total ¥609,390  ¥457,000 $4,323,946

Average interest rates are calculated using weighted-average interest rates as at March 31, 2004.

The maturities of long-term debt outstanding as at March 31, 2004 were as follows:

Thousands of

Year ending March 31 Millions of yen U.S. dollars
2005 ¥ 47,380 $ 448,292
2006 102,062 965,673
2007 106,7G7 1,009,623
2008 87,500 827,893
2009 50,500 477,812
Total ¥394,149 $3.729,293

Assets pledged as collateral for secured loans and debt at March 31, 2003 and 2004 were as follows:

Thousands of

Millions of yen U.S. dollars
March 31 March 31,
Pledged assets 2003 2004 2004
Land ¥ 727 ¥ 386 $ 3,652
Buildings and structures 1,602 1457 13,786
Machinery and equipment 483 370 3,501
Furniture and fixtures 26 18 170
Total ¥2,838 ¥2,231 $21,109
Thousands of
Millions of yen U.S. dollars
March 31 March 31,
Secured loans and debt 2003 2004 2004
Current portion of long-term debt ¥194 ¥30 $284
Long-term debt 30 - -
Total ¥224 ¥30 $284

in the year ended March 31, 2004, Epson entered into line of credit agreements with four banks for an aggre-
gate maximum amount of ¥40,000 million ($378,465 thousand). As at March 31, 2004, there were unused credit
lines of ¥40,000 million ($378,465 thousand) outstanding and available.
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9. Pension and severance costs

The funded status of retirement benefit obligations at March 31, 2003 and 2004 were as follows:

Thousands of

Millions of yen U.S. dollars
March 31 March 31,
2003 2004 2004
Projected benefit obligations ¥187,269 ¥202,361% 31,914,665
Plan assets at fair value 144,262 183,215 1,740,136
Unfunded status 43,007 18,446 174,529
Unrecognized items:

Prior service cost reduction from plan amendment 693 8,133 76,952
Actuarial losses (38,898) (34,564} (327.032)
Accrued pension and severance costs - net 4,802 (7,985) (75,551)
Prepaid pension cost 4,440 16,040 151,765
Accrued pension and severance costs ¥ 9242 ¥ 8,055 $ 76,214

The Company and one consolidated subsidiary changed approximately half of its tax qualified defined
benefit plans to new tax qualified defined contribution plans and the remaining half from tax qualified defined
benefit plans to new tax qualified corporate defined benefit plans effective from the year beginning April 1,
2004. As a result of this transfer, the Company will adopt “Accounting for Transition of Retirement Benefit Plans”
(“Financial Accounting Standards Implementation Guidance No.1" issued by Accounting Standards Board of
Japan) from the year beginning April 1, 2004. The adoption of this standards will not have a material effect on
Epson’s results of operations and financial position for the year ending March 31, 2005.

The composition of net pension and severance costs for the years ended March 31, 2002, 2003 and 2004 was

as follows:
Thousands of
Millions of yen U.5. dollars
Year ended Year ended
March 31 March 3t,
2002 2003 204 2004
Service cost ¥ 9201 ¥ 10,627 ¥ 9,352 $ 88,485
Interest cost 7,175 6,960 5,608 53.061
Expected return on plan assets (5,531) (5,830) (5,055) (47,829)
Amortization and expenses:
Prior service costs (1,622) (1,338) {529 {5,005)
Actuarial losses 2,951 10,309 9,537 90,236
Net pension and severance costs 12,174 20,728 18,913 178,948
Gain on transfer to government of the
substitutional portion of pension liabilities -) (17,577) (- {~)
¥12174 ¥ 3,151 ¥18,913 $178,948

The assumptions used for the actuarial computation of the retirement benefit obligations for the years ended
March 31, 2002, 2003 and 2004 were as follows:

Year ended March 31
2002 2003 2604
Discount rate 3.0% 3.0% 2.5%
Long-term rate of return on plan assets 3.5 35 3.5

In addition to the above-mentioned net pension and severance costs, additional severance costs of ¥1,701
million, ¥181 million and ¥1,182 million ($11,184 thousand), which related to specific reorganization programs,
were recorded in reorganization costs for the years ended March 31, 2002, 2003 and 2004, respectively.
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The Company has made amendments to the welfare pension plan by raising the commencement age to
receive benefits and reduced the related interest rate under the pension plan in the fiscal years ended March 31,
2001 and 2002. Further, effective at March 31, 2004, the Company has made amendments to the remaining
corporate defined benefit plans by reducing the related interest rate under the pension plans. These amend-
ments have resulted in a negative amount of unrecognized prior service cost.

On June 15, 2001, the Defined Benefit Pension Plan Law was enacted, which allows a company to return the
substitutional portion of the pension to the government, thereby eliminating the company's responsibility for
future benefits. On January 17, 2003, the Company obtained approval from the Ministry of Health, Labor and
Welfare for exemption from the payment of future benefit obligations with respect to the substitutional portion
that the Company operates on behalf of the Japanese government. The Company accounted for the return of
the substitutional portion at the date of approval, which is allowed as an alternative accounting method in
accordance with “Practical Guidance for Accounting for Pensions” issued by the Japanese Institute of Certified
Public Accountants. A gain on exemption from the payment of benefit obligations totaling ¥17,577 million was
recorded in income for the year ended March 31, 2003. The fair value of fund assets to be returned to the
government was approximately ¥39,677 million as at March 31, 2003.

On February 1, 2004, the Company obtained approval from the Ministry of Health, Labor and Welfare for
exemption from the substitutional portion with respect to the benefit obligation related past service that the
Company operates on behalf of the Japanese government. A gain on exemption from the payment of benefit
obligations related past service was recorded in income for the year ended March 31, 2003. The related govern-
ment-specified portion of the fund assets will be returned to the government in the first quarter for the year
ended March 31, 2005.

The Company has a retirement benefit trust agreement with an outside trust company and contributed

certain marketable securities to the employee retirement benefit trust.

10. Shareholders’ equity

The Company's retained earnings consists of unappropriated retained earnings and legal reserves required
by the Commercial Code of Japan. The retained earnings accumulated by the Company are initially
recorded as unappropriated retained earnings and later transferred to legal reserve upon approval at the
shareholders' meeting.

Under the Commercial Code of Japan, the Company is permitted to transfer to retained earnings the portion
of statutory reserve {additional paid-in capital and legal reserve) in excess of 25% of common stock upon
approval at the shareholders’ meeting. Any transferred portions will be available for dividend distribution. The
Company does not currently make such transfers.

Under the Commercial Code of Japan, the appropriation of retained earnings for a fiscal year is made by
resolution of shareholders at a general meeting to be held within three months after the balance sheet date,
and accordingly such appropriations are recorded at the time of resclution. The Company may pay interim
dividends by resolution of the board of directors once during each fiscal year in accordance with the Commercial
Code of Japan and the Company’s Articles of Incorporation. ‘

For each of the years ended March 31, 2002, 2003 and 2004, the Company paid a year-end cash dividend of ¥9
($0.09) per share and interim cash dividend of ¥9 ($0.09) per share to the shareholders of record as at the

respective period-ends.
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The proposed appropriation of retained earnings of the Company for the year ended March 31, 2004
approved at the general shareholders’ meeting, which was held on June 25, 2004, was as follows:

Thousands of

Millions of yen U.5. dollars
Cash dividends at ¥9 per share ¥1,767 $16,719
¥1,767 $16,719

The Company’s common stock was listed on the First Section of the Tokyo Stock Exchange on June 24, 2003.
As a result of the listing, 44,500,000 shares of common stock were issued by the Company with the aggregate
net proceeds of ¥109,915 million ($1,039,975 thousand). Of the 44,500,000 shares, 28,305,500 shares of common
stock were offered in Japan and 16,194,500 were offered outside of Japan in an international offering. As a result
of this issuance, common stock and additional paid-in capital increased ¥40,673 ($384,833 thousand) and ¥69,242
($655,142 thousand), respectively. Epson intends to use the proceeds for financing capital expenditures and for
research and development.

There were 81 shares and 225 shares of treasury stock as at March 31, 2003 and 2004, respectively.

11. Net income per share

Calculation of net income per share in accordance with the new accounting standards for the years ended
March 31, 2003 and 2004 were as follows:

Thousands of

Millions of yen U.S. dollars
Year ended Year ended
March 31 March 31,
2003 2604 2504
Net income attributable to common shares ¥12,510 ¥38,031 $359,835
Less: Bonuses to directors and statutory auditors (196) {~) {~)
¥12,314 ¥38,031 $359.835
Weighted average number of common shares outstanding:
- Basic 151,864,511 185,782,470
- Diluted - 185,937,667
Yen U.S. dollars
Net income per share:
- Basic ¥81.08 ¥204.70 $1.94
- Diluted ¥ - ¥204.53 $1.94

Epson had no dilutive potential common shares, such as convertible debt or warrants, outstanding for the
year ended March 31, 2002 and 2003,

Had the new accounting standards been applied retroactively, net loss per share on a pro-forma basis would
have been a net loss per share of ¥122.02 for the year ended March 31, 2002,
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12. Income taxes

Epson is subject to a number of different income taxes which, in the aggregate, resulted in a statutory income
tax rate in Japan of approximately 41.7 % for each of the years ended March 31, 2002 and 2003, and approximately
43.6 % for the year ended March 31, 2004,

The significant components of deferred tax assets and liabilities at March 31, 2003 and 2004 were as follows:

Thousands of

Millions of yen i U.S. dollars
March 31 March 31,
2003 2004 2004
Deferred tax assets:
Property, plant and equipment and intangible assets ¥19,759 ¥ 17,511 5 165,683
Net operating tax loss carry-forwards 16,513 13,897 131,488
Inter-company profits on inventories and write downs 9,604 7,877 74,529
Accrued bonuses 4153 6,170 58,378
Devaluation of investment securities 1,711 4,118 38,963
Accrued warranty costs 4,422 3,749 35,472
Accrued pension and severance costs 3,901 2,678 25,338
Allowance for doubtful accounts 1,837 1,250 11,827
Others 12,212 11,579 109,556
Gross deferred tax assets 74112 68,829 651,234
Less: valuation allowance (15,754) (13,418) {126,956}
Total deferred tax assets 58,358 55,411 524,278
Deferred tax liabilities:
Undistributed earnings of overseas subsidiaries (12,24%) {15,438} {146,0469)
Prepaid pension cost - {3,765) (35,623)
Reserve for special depreciation for tax purpose (2,626) (3,059) (28,943)
Net unrealized gains on other securities (108) {1,021} {9,660)
Others (180) {282} (2,668)
Gross deferred tax liabilities (15,163) (23,565} (222,963)
Net deferred tax assets ¥ 43,195 ¥ 31,846 $ 301,315

The valuation allowance was established mainly against deferred tax assets on future tax-deductible temporary
differences and operating tax loss carry-forwards of certain subsidiaries as it is more likely than not that these
deferred tax assets will not be realized within the foreseeable future. The net change in the total valuation
allowance for the year ended March 31, 2004 was a decrease of ¥2,336 million ($22,102 thousand).

Epson has provided for deferred income taxes on all undistributed earnings of overseas subsidiaries.

Deferred tax assets and liabilities at March 31, 2003 and 2004 in Japan were calculated based on the consoli-

dated tax return system.
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The differences between Epson’s statutory income tax rate and the income tax rate reflected in the consoli-
dated statements of income were reconciled as follows:
Year ended March 31

2002 2003 2004
Statutory income tax rate 41.7% 41.7% 43.6%
Reconciliation:
Changes in valuation allowance (24.3) 5.1 (5.2)
Entertainment expenses, etc. permanently non-tax deductible (3.6) 21 1.6
Change in income tax rate - 2.4) Q.9
Unrecognized tax benefit for inter-company profit elimination - 8.1 -
Tax credits (21.9) - -
Tax for the prior period 12.7 - -
Personal holding company tax 0.7 - -
Others (2.1) 44 0.0
Income tax rate per statements of income 1.8% 59.0% 40.9%

The statutory income tax rate used in calculation of deferred tax assets and liabilities has been changed due
to a change in Japanese tax laws. At March 31, 2002, 41.7% was used in the calculation. At March 31, 2003,
deferred tax assets and liabilities expected to be realized in the following year were calculated using a 41.7% tax
rate, while those expected to be realized after April 1, 2004 were calculated using a 40.4% tax rate. The effect of
this change in accounting estimates for the year ended March 31, 2003 was an increase in net deferred tax assets
of ¥778 million and a decrease of income tax expense of ¥774 million.

Under the consolidated tax return system, a temporary 2.0% surtax was assessed on consolidated taxable
income for the year ended March 31, 2004. As a result, the aggregated statutory income tax rate for Epson was
43.6% for the year ended March 31, 2004.

Current income taxes for the year ended March 31, 2002 of ¥6,618 million consisted of current income taxes of
¥ 7,754 million and prior year income taxes adjustment of ¥1,166 million, offset by income tax refunds related to

advanced pricing agreements of ¥2,302 million.

13. Research and development costs

Research and development costs, which are included in cost of sales and selling, general and administrative
expenses, totaled ¥79,742 million, ¥85,761 million and ¥90,485 million ($856,136 thousand) for the years ended
March 31, 2002, 2003 and 2004, respectively.

14. Reorganization costs

The reorganization costs for the year ended March 31, 2004 mainly represents reorganization for certain over-
seas manufacturing plants in the display business.
The reorganization costs for the year ended March 31, 2003 mainly represented write-off of acquired technolo-
gies, as well as reorganization cost for certain domestic manufacturing plants in the semiconductor business.
The reorganization costs for the year ended March 31, 2002 mainly represented loss on disposal of assets

during the reorganization of certain overseas manufacturing plants.
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15. Cash flow information

Cash and cash equivalents at March 31, 2003 and 2004 were composed of the following:

Thousands of

Millions of yen U.S. dollars
March 31 March 31,
2003 2004 2004
Cash and deposits ¥194,334 ¥266,254 $2,519,198
Less:

Short-term bank loans (overdrafts) (1,548) (562} {5,3218)
Time deposits due over three months (498) (509) {4,816)
Cash and cash equivalents ¥192,288 ¥265,183 $2,509,064

16. Leases

As described in Note 2 (15), Epson, as a lessee, charges periodic capital lease payments to expense when paid.
Such payments for the years ended March 31, 2002, 2003 and 2004 amounted to ¥13,668 million, ¥9,039 million
and ¥3,211 million ($30,381 thousand), respectively.

if capital leases that do not transfer the ownership of the assets to the lessee at the end of the lease term were
capitalized, the capital lease assets at March 31, 2003 and 2004 would have been as follows:

Thousands of

Mitlions of yen U.S. dollars
March 31 March 31,
2003 2004 2004
Acquisition cost:
Machinery and equipment ¥ 13,728 ¥ 2,483 $ 23,494
Furniture and fixtures 7,082 5,977 56,552
Intangible assets 1,919 1,133 10,720
22,729 2,593 20,766
Less: accumulated depreciation (17,586) (5,430) {51,566)
Net book value ¥ 5143 ¥ 4,143 $ 39,200

Depreciation expenses for these leased assets for the years ended March 31, 2002, 2003 and 2004 would
have been ¥12,711 million, ¥8,422 million and ¥2,997 million (28,357 thousand), respectively, if they were
computed in accordance with the straight-line method over the periods of these capital leases, assuming no
remaining value.

Interest expense for these capital leases for the years ended March 31, 2002, 2003 and 2004 would have been
¥497 million, ¥214 million and ¥97 million ($918 thousand), respectively.

Future lease payments for capital leases at March 31, 2003 and 2004 were as follows:

Thousands of

Millions of yen U.S. dollars
March 31 March 31,
Future lease payments 2003 2004 2004
Due within one year ¥2812 ¥1,910 $18.072
Due after one year 2,469 2,286 21,629

Total ¥5,281 ¥4,196 $39,701




Future lease payments for non-cancelable operating leases as a lessee at March 31, 2003 and 2004 were

as follows:
Thousands of
Millions of yen U.S. dollars
March 31 March 31,
Future lease payments 2003 2004 2004
Due within one year ¥ 2,983 ¥ 2,729 $ 25,821
Due after one year 10,071 8511 80,528
Total ¥13,054 ¥11,240 $106,349

In addition, future lease receipts for non-cancelable operating leases as a lessor at March 31, 2003 and 2004
were as follows:

Thousands of

. Millions of yen U.S. dollars
March 31 March 31,
Future lease receipts 2003 2004 2004
Due within one year ¥ 338 ¥ 301 $ 2,848
Due after one year 2,589 2,008 18,999
Total ¥2,927 ¥2,309 $21,847

17. Commitments and contingent liabilities

Contingent liabilities for guarantee of employees’ housing loans from banks at March 31, 2003 and 2004 were
¥4,534 million and ¥3,744 million ($35,424 thousand), respectively. Furthermore, the amount of discounted notes,
which consisted-of discounted letters of credit, at March 31, 2003 and 2004 were ¥160 million and ¥19 million
($180 thousand), respectively.

18. Related party transactions

Relatives of Mr. Hideaki Yasukawa, Chairman and Representative Director of the Company, own 53.7% of the
outstanding shares of Athlete FA Corporation (“Athlete”). The Company has purchased machinery from Athlete.

The Company has entered into real estate lease agreements and certain other agreements with K.K. Sunritz
("Sunritz") in which Mr. Yasuo Hattori, a Vice Chairman and Director of the Company, and their relatives own
9.5% and 71.3% of the outstanding shares of Sunritz, respectively. The Company has also purchased land and
buildings from Sunritz.

Mr. Yasuo Hattori, a Vice Chairman and Director of the Company, is a representative director of Aoyama Kigyo
K.K. ("Aoyama”). Mr. Yasuo Hattori owns 3.6% of the outstanding shares of the Company. Aoyama owns 10.3%
of the outstanding shares of the Company. Mr. Yasuo Hattori and their relatives own 26.7% and 56.8% of the
outstanding shares of Aoyama, respectively. The Company has entered into lease agreements and certain other
agreements with Aoyama effective from March 1, 2003.

Mr. Koichi Murano, a Statutory Auditor of the Company until June 26, 2001, is also a representative director of
Seiko Corporation. Until June 26, 2001, Seiko Corporation was regarded as a related party of the Company. The
Company sells its products, mainly watches, and pays certain expenses to Seiko Corporation under terms and
conditions stipulated in sales agreements. The Company and Seiko Corporation have alsc entered into other
various types of agreements. All the transactions and balances stated in the table below are up to June 30, 2001,

The Company’s management believes that all transactions with related parties as described in the
preceding paragraphs and in the table below were in accordance with terms and conditions decided on a

market-determined basis.



Transactions with these related parties for the years ended March 31, 2002, 2003 and 2004, and related

balances at March 31, 2003 and 2004, were as follows:

Thousands of
Millions of yen U.S. dollars
Year ended Year ended
March 31 March 31,
2002 2003 7004 2604
Transactions:
With Athlete FA Corporation -
Purchase of machinery ¥ 37 ¥ 34 ¥187 $1.769
With Sunritz -
Rental expenses for real estates 127 124 120 1.135
Purchase of land and buildings 17 - - -
With Aoyama -
Rental expense for building - 1 3 28
With Seiko Corporation for
the three-month period
ended June 30, 2001 -
Sales of products, mainly watches 3,857 - - -
Payments of expenses 55 - ~ -
With other related companies —
Other incomes 17 N 59 558
Other expenses 15 9 18 170
Thousands of
Millions of yen U.S. dollars
March 31 Mareh 31,
2003 2004 2004
Balances:
With Athlete FA Corporation ~
Other payable ¥33 ¥103 %975
With Sunritz ~
Other investments 2 2 19
With Aoyama at March 31, 2003 -
Other current assets 1 - -
Other investments 38 - -
With other related companies -
Other current assets 4 4 38
Payables - 1 )

19. Segment information

{1} Business segment information

Epson is primarily engaged in the development, manufacture and sale of computer printers, liquid crystal

displays ("LCDs"), semiconductor products and other products.

Epson operates manufacturing facilities in Japan, Asia, the Americas and Europe, and markets its products

internationally through a global network of local sales subsidiaries.

Epson is engaged principally in the following three business segments categorized based on the nature of

products, markets and marketing methods.

information-related equipment segment, including color inkjet printers, laser printers, dot matrix printers,

large format inkjet printers, and related supplies, color image scanners, LCD projectors, LCD monitors, label

writers, mini-printers, printers for use in POS systems and personal computers.
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Electronic devices segment, including small and medium-sized LCD modules, TFT LCD modules for LCD

projectors, CMOS LS|, crystal units and crystal oscillators.

Precision products segment, including watches, watch movements, plastic corrective lenses, optical devices,

precision industrial robots and IC handlers.

Operations not categorized in any of the above segments, such as services offered within Epson and new

businesses still in the start-up phase, are categorized within "Other".

The table below summarizes the business segment information of Epson for the years ended March 31,

2002, 2003 and 2004:

Millions of yen

Year ended March 31, 2002

Business segment

Information- Eliminations
related Electronic Precision and
equipment devices products Other corporate Consolidated
Net sales:
Customers ¥899,043 ¥292,616 ¥76,365 ¥ 6,085 - ¥1,274,109
inter-segment 3,205 19,466 1,823 19,743 ¥ (44,237) -
Total 902,248 312,082 78,188 25,828 (44,237) 1,274,109
Operating expenses 843,445 334,470 82,295 36,375 (48,672) 1,247,913
Operating income (loss) ¥ 58,803 ¥ (22,388) ¥(4,107) ¥ (10,547) ¥ 4435 ¥ 26,196
identifiable assets ¥425,668 ¥469,236 ¥60,283 ¥136,552 ¥149,422 ¥1,241161
Depreciation and amortization ¥ 40,672 ¥ 70,459 ¥ 4,182 ¥ 12,942 ¥ 896 ¥ 129,151
Capital expenditures ¥ 32,683 ¥136,348 ¥ 3,990 ¥ 24,512 ¥ - ¥ 197,533
Millions of yen
Year ended March 31, 2003
Business segment
Information- Eliminations
related Electronic Precision and
equipment devices products Other corporate Consolidated
Net sales:
Customers ¥911,459 ¥328,460 ¥77,155 ¥ 57379 - ¥1,322,453
Inter-segment 4,398 25,828 2,590 20,931 ¥(53,747) -
Total 915,857 354,288 79,745 26,310 {53,747) 1,322,453
Operating expenses 835,431 382,288 79,100 30,042 (53,768) 1,273,093
Operating income (loss) ¥ 80,426 ¥ (28,000) ¥ 645 ¥ (3,732 ¥ 21 ¥ 49,360
Identifiable assets ¥384,968 ¥402,248 ¥50,706 ¥143,225 ¥214,933  ¥1,196,080
Depreciation and amortization ¥ 34,042 ¥ 7511 ¥ 4,037 ¥ 12,619 ¥ - ¥ 125,809
Capital expenditures ¥ 27,65 ¥ 35720 ¥ 3,393 ¥ 22,342 ¥ - ¥ 89
Millions of yen
Year ended March 31, 2004
Business segment
Information- Eliminations
related Electronic Precision and
equipment devices products Other corporate Consolidated
Net sales:
Customers ¥917, 118 ¥413,540 ¥77,736 ¥ 4,851 - ¥1,413,243
Inter-segment 3,264 27,613 3,366 24,606 ¥ (58,249 -
Total 920,380 441,153 81,102 29,457 {58,849; 1,413,243
Operating expenses 874,478 400,532 78,292 41,480 {58,940} 1,335,842
Operating income {loss) ¥ 45902 ¥ 40,621 ¥ 2,810 ¥ (12,023 ¥ 21 ¥ 77,401
ldentifiable assets ¥366,410 ¥352,755 ¥52,216 ¥149,122 ¥285,988  ¥1,206,491
Depreciation and amortization ¥ 33,312 ¥ 58,0046 ¥ 4,013 ¥ 14,983 ¥ - ¥ 110,314
Capital expenditures ¥ 34,797 ¥ 20,574 ¥ 4,283 ¥ 10,725 ¥ - ¥ 70,379
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Thousands of U.S. dollars
Year ended March 31, 2004
Business segment

Information- Eliminations
related Electronic Precision and
equipment devices products Other corporate Consolidated
Net sales:
Customers $3,677,415 $3,912,764 5735510 $ 45,898 - $13,371,587
Inter-segment 30,883 261,264 31,848 232,813 § (554,808) -
Total 8,708,298 4,174,028 747,358 278,711 {556,808) 13,371,587
Operating expenses 8,273,990  3,789.687 740,770 392,469 {557,66%) 12,639,247
Operating income {loss) $ 434,308 $ 334,341 $ 26,588 & (113.758) § 861 $ 732340
Identifiable assets $3,466,837  $3,337,638 $494,049 $1,410,938 $2,705.913 $11,415,375
Depreciation and amortization $ 315,186 $ 548,831 $ 37,970 $ 141,764 $ -~ % 1,043,751
Capital expenditures $ 3292306 § 194664 5 40524 § 101476 % -~ $ 685900

The amounts of corporate assets included in "Eliminations and corporate” were ¥158,417 million, ¥227,464
million and ¥299,661 million ($2,835,282 thousand) at March 31, 2002, 2003 and 2004, respectively, and mainly
consisted of cash and cash equivalents, investment securities and short-term loans receivable.

{2} Geographic segment information

Net sales are attributed to geographic segments based on the country location of the Company or the subsid-
iary that transacted the sale with the external customer. Principal countries and jurisdictions in each geographic
segment are as follows:

“The Americas” mainly includes the United States, Canada, Brazil, Chile, Argentina, Costa Rica, Colombia,
Venezuela, Mexico and Peru.

“Europe” mainly includes the United Kingdom, the Netherlands, Germany, France, ltaly, Spain and Portugal.

"Asia/Oceania” mainly includes China {including Hong Kong), Singapore, Malaysia, Taiwan, Thailand, the
Philippines, Australia, New Zealand, Indonesia, Korea and India.

The table below summarizes the geographic segment information of Epson for the years ended March 31,
2002, 2003 and 2004:

Millions of yen
Year ended March 31, 2002

Geographic region
Eliminations
The Asial and
Japan Americas Europe Oceania corporate Consolidated
Net sales:
Customers ¥ 622,670 ¥245,098 ¥241,202 ¥165,139 - ¥1,274,109
{nter-segment 440,794 36,241 4,888 416,944 ¥(898,867) -
Total 1,063,464 281,339 246,090 582,083 (898,847) 1,274,109
Operating expenses 1,064,574 274,994 241,737 571,719 (905,111) 1,247,913

Operating income (loss) ¥ N0 ¥ 6345 ¥ 47353 ¥ 10,384 ¥ 6244 ¥ 26196
Identifiable assets ¥ 855,893 ¥104,599 ¥ 79,918 ¥217,978 ¥ (17,227)  ¥1,241,161
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Millions of yen
Year ended March 31, 2003
Geographic region

Eliminations
The Asia/ and
Japan Americas Europe Oceania corporate Consolidated
Net sales:
Customers ¥ 637,544 ¥230,263 ¥258,278 ¥196,368 - ¥1,322,453
inter-segment 478,441 39,315 5,573 439,632 ¥(962,961) -
Total 1,115,985 269,578 263,851 636,000 (962,961) 1,322,453
Operating expenses 1,097,056 262,468 260,665 620,376 (967,472) 1,273,093
Qperating income ¥ 18,929 ¥ 7,110 ¥ 3,186 ¥ 15,624 ¥ 451 ¥ 49360
Identifiable assets ¥ 785,754 ¥ 83,814 ¥ 73,667 ¥204,989 ¥ 47,856 ¥1,196,080
Millions of yen
Year ended March 31, 2004
Geographic region
Eliminations
The Asia/ and
Japan Americas Eurcpe Qceania corporate Consolidated
Net sales:
Customers ¥ 686,553 ¥224,683 ¥297,772  ¥204,235 - ¥1,413,243
Inter-segment 491,089 42,320 2,497 478,878 ¥(1,014,784) -
Total 1,177,642 267,003 300,269 683,113 (1,014,784) 1,413,243
Operating expenses 1,141,043 255,937 290,719 664,517 {1,016,374) 1,335.842
Operating income ¥ 36,599 ¥ 11,066 ¥ 9550 ¥ 18,596 ¥ 1,590 ¥ 77,40t
Identifiable assets ¥ 753,593 ¥ 74024 ¥ 73,820 ¥193.401 ¥ 106,653 ¥1,206,491
Thousands of U.S. dollars
Year ended March 31, 2004
Geographic region
Eliminations
The Asia/ and
Japan Americas Europe Oceania corporate Consolidated
Net sales:
Customers § 6,495,913 $2,125,868 $2,817,409 $1,932,397 - $13,371,587
Inter-segment 4,644,504 400,416 23,626 4,530,968 %(9,401,514) -
Total 11,142,417 2,526,284 2,841,035 6,463,365 (9.601,514) 13,371,587
Operating expenses 10,796,130 2,421,582 2,750,677 6,287,416 (9,614,558) 12,639,247
Operating income $ 346287 § 104,702 § 90,358 § 175949 $ 15044 § 732,340
identifiable assets $ 7,177529 $ 700,388 § 498,458 $1.829.889 $1,009,111 §11,415,375

The amounts of corporate assets included in “Eliminations and corporate” were ¥158,417 million, ¥227,464
million and ¥299,661 million ($2,835,282 thousand) at March 31, 2002, 2003 and 2004, respectively, and mainly

consisted of cash and cash equivalents, investment securities and short-term loans receivable.
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(3} Sales to overseas customers
The table below shows sales to overseas customers by geographic region, and as a percentage of consolidated
net sales, for the years ended March 31, 2002, 2003 and 2004:

Thousands of

Millions of yen U.S. dollars

Year ended Year ended

March 31 March 31,

2002 2003 2004 2004
Overseas sales:

The Americas ¥ 266,105 209% ¥ 239,936 18.1% ¥ 235,116 16.6% $ 2,224,581
Europe 279,992 220 318,575 241 363,424 25.7 3,428,585
Asia/Cceania 219,055 17.2 274,307 208 310,806 22.0 2,940,732
Total ¥ 765,152 60.1% ¥ 832,818 63.0% ¥ 909,344 64.3% % 8,603,898

Consclidated net sales ¥1,274,109  100.0%  ¥1,322453 100.0% ¥1,413,243 100.0% $13,371,587

20. Subsequent events

On May 6, 2004, the Company and SANYQ Electric Co., Ltd. ("SANYQO") entered into a joint venture agreement
to combine their liquid crystal businesses based on a memorandum of understanding with SANYQO in order to
become a leading manufacturer of small and medium-sized LCD's. At the general shareholders’ meeting of the
Company held on June 25, 2004, the split-off of the Company's liquid crystal business based on the joint venture
agreement was approved.

On October 1, 2004, the Company and SANYQ, including its subsidiaries Tottori SANYO Electric Co., Ltd.
and SANYQO LCD Engineering Co., Ltd. will transfer their liquid crystal businesses to a joint venture company
called SANYO EPSON IMAGING DEVICES CORPORATION ("SANYO EPSON"). The paid-in capital of SANYO
EPSON will be ¥15,000 million ($141,924 thousand) and it will be owned 55% and 45% by the Company and by
SANYO, respectively. SANYO EPSON will be a consolidated subsidiary of Seiko Epson Corperation.

Epson will transfer its D-TFD LCD and STN LCD businesses. SANYO and its subsidiaries (“SANYO Group”)
will transfer its Low Temperature Poly-Si TFT LCD and Amorphous TFT LCD businesses. The High Temperature
Poly-Si TFT LCD business and Organic Light-Emitting displays LCD business of Epson, and Organic Light-Emit-
ting displays LCD business of SANYO Group will not be transferred to SANYO EPSON. Assets and liabilities to be
transferred from SANYO Group to SANYQO EPSON are estimated to be ¥81.7 billion and ¥34.0 billion, respec-
tively, as described in the joint venture agreement. However, the final amounts of assets and liabilities to be
transferred from SANYO Group to SANYO EPSON on October 1, 2004 have not yet been determined.
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Report of Independent Auditors

To the Board of Directors of

Seiko Epson Corporation

We have audited the accompanying consolidated balance sheets of Seiko Epson Corporation and its consolidated subsidiaries as of
March 31, 2003 and 2004, and the related consolidated statements of income, changes in shareholders’ equity, and cash flows for each of
the three years in the period ended March 31, 2004, all expressed in Japanese yen. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements

based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Japan. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the consolidated financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the

overall consolidated financial statement presentation. We believe that our audits provide a reasonable basis for cur opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Seiko Epson Corporation and its consolidated subsidiaries as of March 31, 2003 and 2004, and the consolidated
results of their operations and cash flows for each of the three years in the periéd ended March 31, 2004 in conformity with accounting

principles generally accepted in Japan.

As discussed in Note 2 (8), effective as of March 31, 2004, Seiko Epson Corporation and its consolidated subsidiaries have adopted

new Japanese accounting standards for impairment of fixed assets.

The amounts expressed in U.S. dollars, which are provided solely for the convenience of the reader, have been translated on the

basis set forth in Note 3 to the accompanying consolidated financial statements.

Lo Ry

Tokyo, Japan
June 25, 2004
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Principal Subsidiaries and Affiliates

{As of March 31, 2004)

Company Name Location Main Business
Subsidiaries
Epson Sales Japan Corporation Japan SZ:;S;‘; ::eer;li;;:}iwr:egraﬁsf printers and other personal
Epson Direct Corporation Japan Sales of personal computers and peripherals
Epson OA Supplies Corporation Japan Sales and servicing of printer-related supplies
Tohoku Epson Corporation Japan Manufacture of semiconductor products and inkjet print heads
Orient Watch Co., Ltd. Japan S!\gla:Suiafc\;:rtiﬁ:sprinter parts, quartz devices and watches;
U.S. Epson, Inc. USA Regional headquarters
Epson America, Inc. USA. Sales and servicing of printers
Epson Electronics America, Inc. US.A. Sales and servicing of electronic devices
Epson Portland inc. USA Manufacture of ink cartridges
Epson £l Paso, Inc. US.A. Manufacture of ink cartridges
Epson Europe B.V. Netherlands Regional headquarters
Epson (U.K) Ltd. UK Sales and servicing of printers
Epson Deutschland GmbH Germany Sales and servicing of printers
Epson Europe Electronics GmbH Germany Sales and servicing of electronic devices
Epson France S.A. France Sales and servicing of printers
Epson ltalia s.p.a. italy Sales and servicing of printers
Epson Iberica, S.A. Spain Sales and servicing of printers
Epson Telford Ltd. UK Manufacture of ink cartridges
Epson (China) Co., Ltd. China Regional headquarters

Epson Korea Co., Ltd.

Epson (Shanghai) information Equipment Co., Ltd.

Republic of Korea
China

Sales and servicing of printers

Sales and servicing of printers

Epson Hong Kong Ltd. Heng Kong Sales and servicing of printers and electronic devices
Epson Taiwan Technology & Trading Ltd. Taiwan Sales and servicing of printers and electronic devices
Epson Singapore Pte. Ltd. Singapore E;eegcitfgsgch;:sigzsners; sales and servicing of printers and
Epson Australia Pty. Ltd. Australia Sales and servicing of printers

Suzhou Epson Co., Ltd. China Manufacture of LCDs and quartz devices

Epson Precision (Hong Kong) Ltd. Hong Kong Manufacture of printers, LCDs, miniprinters and watches
Singapore Epson Industrial Pte. Ltd. Singapore ijn%aazir;zgﬁzzs for watches, semiconductor products
P.T. Indonesia Epson Industry Indonesia Manufacture of printers

Epscn Precision (Philippines), [nc. Philippines Manufacture of printers and quartz devices

Epson Precision (Malaysia} Sdn. Bhd. Malaysia Ménufacture of quartz devices

59 other companies

Affiliates

Yasu Semiconductor Corporation Japan Manufacture of semiconductor products

Time Module (Hong Kong) Ltd. Hong Kong Sales and servicing of watch movements

Six other companies
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Corporate Data Investor Information

(As of March 31, 2004)
(As of March 31, 2004)

B Company Name  SEIKO EPSON CORPORATION & Number of shares
® Foundation May 1942 Authorized: ... .. . e 607,458,348
) Issued: ... ... 196,364,592
#M Head Office 3-5 Owa 3-chome Suwa,
Number of shareholders ....... ................... 40,047

Nagano 392-8502, Japan

Tel: +81-266-52-3131 (main) o
B Principal shareholders

B Tokyo Office Shinjuku NS Building, Nomber ol Sharenalding
4.1 Nishishinjuku 2-chome, Shinjuku-ku, Shareholders uh::::sd :i'f,eg e
Tokyo 163-0811, Japan Aoyama Kigyo Kabushiki Kaisha 20318 10.34
. Tel: +81-3-3348-8531 (mair) Sanko Kigyo Kabushiki Kaisha 14,288 7.27
] Paid-in Capitai 53,204 million yen The Dai-ichi Mutual Life
@ Number of Employees Insurance Company 7,800 3.97
Epson Group (Consolidated): 84,899 Mizuho Corporate Bank, Ltd. 7,593 3.86
Parent Company: 12,839 Yasuo Hattori 7,144 3.63
® Group Companies 110 (domestic: 36, overseas: 74) Japan Trustee Services Bank, Ltd.
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. int includi lated The Master Trust Bank of Japan, Ltd.
equipment (printers, including relate (trust accounts) 6423 327
lies, i i , LCD projectors,
suppiies, Imaging scanners prol ] ' Seiko Corporation 6,205 3.15
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) I and medi red disp! Mizuho Capital Co., Ltd. 5,956 3.03
devices (small and medium-sized displays, 1. Holdings of less than 1,000 shares have been omitted from the number of
CMOS LSls, crystal units, and others), shares owned.

ision products (watches, plastic corrective 2.The percentage of shares held has been calculated to two decimal places.
precisi W )

lenses, factory automation equipment and ® Investor Information

others), and other products Closing of Accounts March 31
e/ Regular General Shareholders Meeting June
B URL http:// -epson.co.jpre Date for Confirmation to Shareholders of
M Board of Directors (As of June 25, 2004) the Cash Dividend Payment Date March 31
R . Date for Confirmation to Shareholders of
Chairman Directors )
) the Interim Cash Dividend Payment Date September 30
Hideaki Yasukawa Nobuo Hashizume
Vice Chairman . Takeo Kagami Transfer Agent Mizuho Trust & Banking Co., Ltd.
Yasuo Hattori Hiroshi Komatsu 2-1, Yaesu 1-chome, Chuo-ku, Tokyo

Kamiwaki
President Osamu Kamiwaki Business handling place of the agent:

Seiichi Hirano Head Office of Stock Transfer Agency Department

Minoru Usui Mizuho Trust & Banking Co., Ltd.
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Saburo Kusama*
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Toshio Kimura* A
e Noriyuki Hama Mailing address and telephone number of the agent:
Norio Niwa

Auditors Business Office of Stock Transfer Agency Department
Seiji Hanaoka* izuho T .
Masayoshi Omae Mizuho Trust & Banking Co., Ltd.
Managing Directers Toshihiko Kishiro 17-7, Saga 1-chome, Koto-ku, Tokyo 135-8722

Tel: +81-3-5213-5213
http:/fwww.tz.mizuho-tb.co jp/english/services/stock_
Tomiichi Akiyama transfer_agent.htmi

Tatsuhiro Ishikawa
Torao Yajima Intermediary offices:

Branches of Mizuho Trust & Banking Co., Ltd.
Head Office and Branches of Mizuho Investors Securities Co., Ltd.

Masayuki Morozumi Yoshiro Yamamoto
Yasumasa Otsuki

Masao Akahane
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(1) May 18, 2004 Epson Creates World’s First Large Full-Color OLED Display
Using Original Inkjet Technology



News Release

Epson Creates World's First Large Full-Color OLED Display Using Original Inkjet Technology

See video of the OLED display
{871KB, 31 sec., Windows Media Player)

- TOKYQ, Japan, May 18 ~

Seiko Epson Corporation ("Epson”) today announced that it has used its original inkjet printing technology to successfully develop the
world's first large-screen (40-inch) full-color organic light-emitting diode (OLED) display prototype.

Seif-luminescent OLED displays, which offer outstanding viewing characteristics, including high contrast, wide viewing angle, and fast
response times, are widely seen as the leading candidate for the next generation of thin, lightweight displays. One of the major obstacles to
their realization, however, has been the perceived difficuity of forming organic layers on large-sized TFT (thin film transistor) substrates.
Thus the question of when fabrication processes for large-sized OLED flat panel displays would become technically feasible had been
anyone's guess,

Epson has been actively working to develop and commercialize next-generation OLED displays. The company, long a leader in inkjet
printers, has developed an original inkjet process for depositing organic layers cn large-size TFT substrates. Using this adapted inkjet
technology to form organic layers on large-size substrates in a simple process, Epson has now developed the world's largest (40-inch
diagonal) full-color QLED display prototype.

By establishing an OLED display manufacturing system and process that can handle oversized substrates, Epson has beaten a path to
large-size OLED displays, as well as to lower cost small- and medium-sized panels cut from larger TFT substrates.

Epsaon believes that the characteristics of OLED displays make them the ideal device for entertainment applications, whether in equipment
for the road or living room. The company is thus gearing up towards commercialization in 2607,

About Epson

The Epson Group increases its corporate value through its innovative and creative culture. Dedicated to providing its
customers with digital image innovation, its main product lines comprise information-retated equipment such as printers
and projectors, electronic devices including displays, liquid crystal panels for projectors, semiconductors and quartz
devices, and precision products such as watches. Epson products are known throughout the world for their superior
quality, functionality, compactness and energy efficiency.

The Epson Group is a2 network of 84,899 empioyees in 110 companies around the world, and is proud of its ongoing
contributions to the global environment and to the communities in which it is iocated. Led by the Japan-based Seiko
Epsan Corp., which is listed on the First Section of the Tokyo Stock Exchange, the Group had consolidated sales of 1,413
hillion yen in fiscal 2003.

Contacts

Seiko Epson Corp,
Corporate Communications
Contact us by e-mail

http:/ /www.epson.co.jp/e/

Outline of prototype 40-inch full-color OLED display

Screen size 40-inch diagonal

Number of pixels 1280 x RGB x 768dots (W-XGA)
Driving method Active matrix

Pixels per inch 38

No. of colors 260,000

Main Specifications
Screen size 40-inch diagonal
Number of pixels 1280 x RGB x 768dots (W-XGA)



40-inch full-color CLED display
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Announcement of Revised Financial Results Outlook



News Release

English transiation from the original Japanese language document

Announcement of Revised Financial Resuits Outlook

- TOKYO, July 5, 2004 -

Seiko Epson Corporation ("Epson”) today issued a revised consolidated and non-consolidated financial results outlook for the half year
ending September 30, 2004 and the full year ending March 31, 2005 that was previously forecasted on April 27, 2004. Details of the revision

are as follows:

1. Revised consolidated financial results ovtlook

Half year ending September 30, 2004

(Unit: billion yen)

! ‘ Net sales : Ordinary incomea Net income

Hprevious outiook (A) 678.0; 21.0; 110

| [Revised outiook (B) 6910 46.0! 260

Difference (B) - (A) :

+25.0 +15.0°

fChange (%) +1.9%i +119.0%,

'

+136.4%.

1M FY2003 657.9. 321 16.6:

Full year ending March 31, 2005

(Unit: billion yen)

Net sales Ordinary income i Net income

iPrevious outlook (A)

i Revised outlook (B)

|Difference (B) - (4) 130, +25.0, +15.0°

[Change (%) +0.9%: +33.3% +34.9%:




1,413.2; 73.7! 38.0;

FY2003

Forecasted net income per share (full year) 295.37 yen
2. Revised non-consolidated financial results outiook

Half year ending September 30, 2004

{Unit: billion yen)

Net sales

Ordinary income Net income

Iprevious outiook (A) 519, 7.0: 3.0

S | SR

<

evised outlook (B) 564035

240 15.0

‘ i : :
{iDifference (B} — (A) ! +45,D? +17.0; +12.0.

Change (%) : +8.7%! +242.9%, +400.0%

| 1H FY2003 1 522.9! 20.3, 13.0

Full year ending March 31, 2005

(Unit: billion yen)

Net sales Ordinary income i Net income

Previous outlook (A}

“iRevised outiook (B)

 Difference (B) - (A) +45.0!

Hlchange (%) : +4.1%! +45.9%! +60.0%:

AFy2003 : 1,077.3] 315 16.2

Forecasted net income per share (full year) 162,96 yen

3. Reasons for revision

Net sales for the first half-year are forecasted to increase slightly compared to the previous outlook. Income is forecasted to increase by a
large margin compared to the previous cutlook reflecting strong demand supported by active repiacement purchases for mobiie phone

handsets in the European market and healthy demand for Epson's devices, such as those used in applications for LCD projectors. Further



cost reductions in the information-related equipment segment will also contribute to the increase of income.

The forecast for the second half-year remains unchanged at the present.

Note: The business plan for the liquid crystal joint venture with SANYQ is still under development, and the above forecast does not include

its effect.

Cautionary Statement

This report includes forward-looking statements that are based on management's view from the information available at the time
of the announcement. These statements involve risks and uncertainties. Actual results may be materially different fror those
discussed in the forward-looking statements. The factors that may affect Epson include, but are not limited to, general economic
conditions, the ability of Epson to continue to timely introduce new products and services in markets, consumption trend,

competition, technology trend, exchange rate fluctuations,
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Epson Opens New Projector Panel Fab at Chitose



News Release

Epson Opens New Projector Panel Fab at Chitose

- TOKYOQ, Japan, July 22, 2004 -

Seiko Epson Corporation ("Epson") announced teday that construction has been completed on schedule at the company's once-delayed
Chitose Plant, & high-temperature polysilicon TFT LCD pane! ("HTPS panel”) fabrication facility located in the Chitose Bibi World industrial
park in Hokkaido, Japan. A ribbon-cutting ceremony was held today at the site to commemorate the company's first 300-mm

quartz-wafer line for manufacturing the state-of-the-art HTPS panels used in liquid crystal projectors.

Demand for HTPS panels used in business projectors has been steadily rising along with increased demand for presentations in business
and, more recently, increased projector use in the education market. Meanwhile, the spread of DVD players and digitat broadcasts has

sparked burgeoning consumer demand for front projectors and large-screen LCD projection TVs for the home. (Refer to Attachment 2.)

Epson is currently manufacturing HTPS panels on 200-mm {B-inch) wafers at its Suwa Minami Plant in Fujimi, Nagano Prefecture,
However, with demand predicted to outstrip capacity, Epson decided to resume construction on the Chitose fab in August 2003,

Construction was completed on schedule,

Epson has long led the projection market with its 3-LCD projection systems. And, as the liquid-Crystal light-valve industry's number one
manufacturer, Epson maintained its grip on an approximately 55% (*1) share of the global market for the 2003 fiscal year ending March
2004, Underpinning this strength is the company's proprietary, advanced liquid crystal and high-aperture ratio technologies, which enable
it to offer low-power HTPS products that provide unrivaled light efficiency, outstanding brightness and superior color reproductionr—and

to do so without straining the eyes or the environment.



Epson, which launched full-fledged volume production of HTPS panels in 1994, reached the 10-million unit cumulative shipment

milestone in October 2002, Less than two years later, in July 2004, the company shipped its 20-millionth panal.

The new fabrication facility has been outfitted with state-of-the-art technology for manufacturing HTPS panels on a 300-mm quartz wafer
ling, Epson's first. Operations will get under way in 2004, gradually ramping to full-scale production volume of 2,000 wafers per month
(300 mm) in 2005. Capacity will gradually be increased thereafter in line with market trends. The new fab features an environmentally
conscious dasign that was conceived on the basis of a lifecycle assessment and that emphasized the adoption of energy saving equipment,
the use of recycled materials, and the reduction of construction waste. In addition, with the primary energy usad on-site limited to
electricity and natural gas, Epson aims to reduce its CO; emissions and live up to its reputation as a leading environmental company by
achieving harmony between its business activities and the global environment. New plant construction will also coexist with the

surrounding rich natural envirenment.

An overview of the Chitose plant is provided in Attachment 1.

*1: Including liguid crystai and other projection systems. Figures are Epson estimates based on documents from Techno Systems, Display

Research, Fuji Chimera, eic.

Click here for more information on Epson's HTPS and other imaging technologies.

Press refease: Epson Anncunces Resumption of Construction at Chitose Plant (August 6, 2003)

Press release: Epson Anncunces Next-Generation High-Temperature Polysilicon TFT Panel (June 28, 2004)

Press release: Epson Ships Twe illionth Liquid Crystal Panel for Projection S (July 20, 2004)

About Epson

The Epson Group increases its corporate value through its innovative and creative culture. Dedicated to providing its
customers with digital image innovation, its main product lines comprise information-related equipment such as
printers and projectors, electronic devices including displays, liquid crystal panels for projectors, semiconductors and
quartz devices, and precision products such as watches. Epson products are known throughout the world for their
superior quality, functionality, compactness and energy efficiency.

The Epson Group is a ne’tw;ark of 84,899 employees in 110 companies around the world, and is proud of its ongoing
contributions to the global environment and to the communities in which it is located. Led by the Japan-based Seiko
Epson Corp., which is listed on the First Section of the Tokyo Stock Exchange, the Group had consolidated sales 0f 1,413

billion yen in fiscal 2003,



Contacts

Seiko Epson Corp.
Corporate Communications
Contact us by e-mail

http:/ /www.epson.co.jp/e/

Attachment 1

Chitose Plant overview
Name: Seiko Epson Corporation Chitose Plant
Address: 758-173 Bibi, Chitose, Hokkaido
Tel; 0123-22-5000; Fax: 0123-22-5001
Start of construction: August 2003
Completion of clean room: July 2004
Production launch: October 2004 (stért of pitot run for 300-mm wafers)
Products: High-temperature polysilicon TFT LCD panels
Site area: 160,213.56 m?
Fab
Structure: Steel-frame construction
Fioors: Above ground 7 fioors, tower 1 floor
Building area: 20,149.84 m?
Total floor arez: 82,971.65 m’
Initial production capacity: 2,000 wpm (300 mm)
Initial production workforce: Approximately 200 peopie

Initial investment: 35 billion yen.

Attachment 2
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News Release

Epson to Build New R&D Center For Next-Generation Products

~ TOKY(Q, Japan, July 27, 2004 -

Seiko Epsen Corporation ("Epson”) today announced that its board of directors has approved plans to construct a new research and

development center at its Hirooka Office, in Nagano Prefecture, Japan. Provisionally called the Epson Innovation Center, the new facility
is designed to consolidate the R&D organizaticns involved in developing next-generaticn information-related .equipment‘ The total cost of
the new facility, including buildings and equipment, is axpected to be approximately 19 billion yen. The R&D center, construction of which

will begin in December, is scheduled to open for business in January 2006.

Epson has earned market recognition for its proactive approach to investment in research and development, the results of which have
enabled the company to consistently offer compelling products. In 2000, Epson invested approximately 30 billion yen in the construction
of a new center for the development of electronic devices on the grounds of its Fujimi Plant. Completed in 2000, the center gathered
together under one roof the company's research engineers from its semiconductor, liquid crystal display, and corporate R&D divisions,
The resulting synergies continue to pay handsome dividends. In addition to the establishment of open laboratories for inkjet industrial
applications technology, the center's ong list of accomplishments include the development of new materials for organic light-emitting
diode (OLED) displays and new ferroelectric memory material (FeRAM), and the commercial development of low-temperature polysilicon

liquid crystal panels with ultra-high pixel densities,

Meanwhile, research and development on Epson's printers, liquid-crystal projectors and cther information-related equipment have been
conducted by closely cooperating teams spread out among the eperations divisions and corporate R&D organization. However, to further
consolidate the R&D organization for next-generation information-reiated equipment and to maintain its competitive edge over the
medium to long range, Epson believes that it must:

1. Improve flexibility by bringing together the R&D organizations of the information-related equipment divisions, corporate R&D, and



corporate R&D support departments;

2. Support new product development and nurture new businesses near the operations divisions; and

3. Engendar face-to-face inter-organizational communication among its R&D teams to aid the fusion of ideas and technologies.

The Epson Innovation Center is designed to address these needs a5 another R&D center that will provide the springboard for future

dramatic advances.

The Epsen Innovation Center will gather together the following organizations:

e The corporate R&D organizations, comprising the Corporate Research & Development Division and the Production Engineering
& Development Division;

e The corporate R&D support organizations, including the Intellectual Property Division

e The R&D organizations within the Imaging and Information Products Division;

e The R&D organization within the Visual Instruments Operations Division; and

e Organizations involved in the development of information-related equipment, such as software development departments.

In January 2003, Epson announced "SEQ7," 2 strategic plan that maps oQt the direction of the company heading into 2007. The guiding
concept in SEO7 is "Digital Image Innovation - Targeting the convergence of imaging domains.” With the Epson Innovation Center, the
company aims to bring together engineers, scientists, and specialists from disparate fields and spark communication that leads to
convergence on many different levels. Epson hopes tﬁis will lead to major developmental breakthroughs and advanced products that

ranscend traditional finished product categories.

QOverview of the Epson Innovation Center

In the first phase of construction, one research and development facility and one collaboration facility will be built. The facilities wili be
outfitted with the latest R&D office environment, for a more pleasant and more efficient office in which to perform R&D. In addition to
wide-open spaces designed to promote creativity and spur a wealth of ideas, the buildings will incorporate features that induce

communication ameng researchers. Future plans call for the construction of an additional research and development facility on the site.

Epson, which seeks 1o strike a harmonious balance between its business actlvities and the global environment, is taking numerous steps
during the Epsen Innovation Center's construction stage to ensure maximum energy savings and resource consarvation. For example, the
company plans to maximize the use of lew-energy equipment of all types, use recycled materials and reduce construction waste. Epson
is striving to coexist with the rich natural envirens by building seme of its most enargy-efficient buildings anywhere, ones that will

consume 60% less primary energy than a similar buiiding constructed in 1997,

Name: Epson Innovation Center (provisional)
Address: 80 Harashinden, Hircoka, Shiojiri-shi, Nagano-ken

Total floor space: 52,000 m*



» RRO faciiity: 45,000 m?; seven-floor, quake-resistant, base-isolated structure with a steel-frame

» Collaboration facility: 7,000 m?; five-floor, earthquake resistant steel-framed structure

Use: Development of information-related technologies and equipment such as printers and projectors

Approximate capacity: 1,000

Estimated cost {of building, equipment, etc.): 19 billion yen (5 billion yen in FY2004 and 14 billion yen in FY2005)
Construction start: October 2004

Construction completion: January 2006

Future outlook
The capital expenditures for the new R&D center will have an extremely slight impact on Epson's business outlook for this fiscal year. The
impact is reflected in the 2004 fiscal year business outlook that was announced today as part of the summarized first-guarter financial

and operating results.

About Epson

The Epson Group increases its corporate value through its innovative and creative culture. Dedicated to providing its
customers with digital image innovation, its main product lines comprise information-reiated equipment such as
printers and projectors, electronic devices including displays, liquid crystal panels for projectors, semiconductors and
gquartz devices, and precision products such as watches. Epson products are known throughout the world for their
superior quality, functionality, compactness and energy efficiency.

The Epson Group is a network of 84,899 employees in 110 companies around the world, and is proud of its ongoing
centributions to the global environment and to the communities in which it is located. Led by the Japan-based Seiko
Epson Corp., which is listed on the First Section of the Tokyo Stock Exchange, the Group had consolidated sales of 1,413

billion yen in fiscal 2003.

Contacts

Seiko Epson Corp.
Corporate Communications
Contact us by e-mail

http://www.epson.co.jp/e/
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News Release

Consolidated Resuits for the First Quarter Ended June 30, 2004

Consolidated Financial Highlights

Income statements and cash flows data

July 27, 2004

{Millions of yen, thousands of U.S. dotlars, except for per share data)

Three months ended June 30

Yaar ended March

Three months ended June

Change 31 30
2003 2004 2004 2004
Statements of Income Data:
Net sales %315,193 2332,927 5.6% 1,413,243 $3,070,433
Operating income 14,217 32,733} 130.2% 77,401 301,881
Income before income taxes and
12,284 29,3748 139.1% 65,058 270,904

minority interest
Net income 5,967 17,608§ 195.1% 38,021 162,381
Statements of Cash Flows Data:
Cash flows from operating activities 33,182 39,032 17.6% 182,669 359,974
Cash flows from investing activities (22,697) (20,002)y (11.9%) (65,329) (184,469)
Cash flows from financing activities 88,987 (57,411) - % (40,918) (529,475)
Cash and cash egquivalents at end of the

291,985 227,757 (22.0%) 265,183 2,100,498

ericd
Per Share Data:
Net Income per share
#38.62 ©89.67] 132.2% %204.703%$0.83
-Basic
-Diluted %38.57 - -% %204.531%-




Balance Sheets data

March 31, 2004 } June 30, 2004 | June 30, 2003 { June 30, 2004
Total assets %1,026,491 «1,180,607 »1,289,876 { $10,888,195
Shareholders' equity 414,367 433,922 386,928 4,001,863
Debt/Equity ratio (%) 34.3% 36.8% 30.0% 36.8%
Sharehoiders' equity per share %2,110.20 %2,209.78 %2, 016.67 $20.38
Notes

I.  The consolidated figures are preparad on the basis of accounting principles generally accepted in Japan, which are different from
In certain respects as to application and disclosure requirements of International Financial Reporting Standards, and are compiled

from the consolidated figures prepared by the Company as required by the Securities and Exchange Law of Japan.
1. Figures in 'Change' column are comparisons with the same pericd of the previous year,
111, Diluted net income per share are presented only if there are dilutive factors present..

V. U.S, dollar amounts are included solely for the convenience of readers. These translations should not be construed as
representations that the yen amounts actually represent, or have been or could be converted into U.S. dollars at that or any other

rate. The rate of ¥108.43 = U.S.$1 at June 30, 2004 has been used for the purpose of presentation.

Click here to see a full version of the consolidated results and the supplementary information

Click here to see an explanatory presentation.
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+News Release

Sanyo Epson Imaging Devices to Begin Operations on October 1
. - TOKYO, Japan, September 2, 2004 -

Seiko Epson Corporation ("Epson™) and SANYO Electric Co., Ltd. ("SANYQ") today announced that Sanyo Epson Imaging Devices
Corp., @ new company formed by merging the parent companies’ respective liquid crystal display businesses, will begin operations on
. October 1, 2004, pursuant to a basic agreement reached on March 24, 2004. Epson will hold 55% of the joint venture, and SANYO

45%.

Sanyo Epson Imaging Devices will combine various liquid crystal businesses owned by Epson, SANYD, Tottor! SANYO Electric Co.,
Ltd. ("Tottori SANYQO™), and SANYO LCD Engineering Co., Ltd. ("SANYO LCD Engineering"). The new entity will aim to become a
. leading manufacturer of small and medium-sized liguid crystal displays for mobile phones, digital cameras, and automotive

applications.

Please see the attachment for an overview of the new company.

About Epson

The Epson Group increases its corporate value through its innovative and creative culture. Dedicated to providing

its customers with digita! image innovation, its main product lines comprise information-related equipment such as

printers and projectors, electronic devices including displays, liquid crystal panels for projectors, semiconductors
. and quartz devices, and precision products such as watches. Epson products are known throughout the world for

their superior quality, functionality, compactness and energy efficiency.

The Epson Group is a network of 84,898 employees in 110 companies around the world, and is proud of its ongoing

contributions to the global environment and to the communities in which it is located. Led by the Japan-based Seiko

Epson Corp., which is listed on the First Section of the Tokyo Stock Exchange, the Group had consolidated sales of

. 1,413 billion yen in fiscal 2003.

Contacts

Seiko Epson Corp.
Corporate Communications
Contact us by e-mail

hitp://www.epson.co.jp/e/

About SANYO
¢
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